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PROCEEDINGS 

[9:32 a.m.1 

CHAIRMAN GLEIMAN: Good morning. 

Today, we continue hearings on Docket R97-1, the 

Postal Service request for changes in rates and fees. 

Postal Service witnesses Harahush, Lion, Treworgy, Baron, 

Talmo and Hatfield have been scheduled to appear today. 

Does any participant have a procedural matter they 

would wish to raise before we begin this morning? 

[No response.1 

CHAIRMAN GLEIMAN: No participant has requested 

cross-examination of our first witness, Thomas W. Harahush, 

who sponsored testimony identified as USPS-ST-49. 

Mr. Hollies, if you have a signed statement of accuracy from 

the witness, you can proceed to move for the admission of 

Mr. Harahush's testimony and exhibits. 

MR. HOLLIES: I'm not sure I caught all of what 

you said. You want me to make a formal motion'? 

CHAIRMAN GLEIMAN: Well, we can either put the 

witness on the stand and do it or if you have a signed 

statement of accuracy from the witness? 

MR. HOLLIES: I do have such a statement. And I 

have two copies of the testimony prepared. 

And I guess the Postal Service moves USPS-ST-49, 

the supplemental testimony of Thomas W. Harahush on behalf 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 
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of the United States Postal Service into evidence. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response. I 

CHAIRMAN GLEIMAN: Hearing none, Mr. Harahush's 

testimony and exhibits are received into evidence and, as is 

our practice, they will not be transcribed into the record. 

[Supplemental Testimony and 

Exhibits of Thomas W. Harahush, 

Exhibit No. USPS-ST-49, was marked 

for identification and received 

into evidence.] 

CHAIRMAN GLEIMAN: Likewise, there has been no 

request for oral cross-examination of witness Lion. And I 

guess we can attempt the same if you have a signed statement 

of accuracy from the witness, you can proceed to move the 

admission of Mr. Lion's testimony and exhibits. 

MR. HOLLIES: We do have signed statements, signed 

declarations of accuracy for what's been designated as 

USPS-ST-51, the supplemental testimony of Paul M. Lion on 

behalf of United States Postal Service and, at this time, 

the Postal Service moves that this be admitted into 

evidence. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Mr. Lion's 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7852 

testimony and exhibits are received into evidence and, as is 

our practice, they will not be transcribed into the record. 

[Supplemental Testimony and 

Exhibits of Paul M. Lion, Exhibit 

No. USPS-ST-51, was marked for 

identification and received into 

evidence.1 

CHAIRMAN GLEIMAN: We also have had no request for 

cross-examination, oral cross-examination of Wi.tness David 

E. Treworgy. And that is with respect to his testimony, 

USPS-ST-52. Let me note that -- back up for a moment and 

note that Mr. Lion's testimony was ST-51. 

With respect to Mr. Treworgy's testimony, ST-52, 

if you have a signed statement of accuracy, we can move that 

material into evidence also: 

MR. HOLLIES: We do. We have signed declarations 

by Mr. Treworgy and, at this point, the Postal Service moves 

that what's been designated as USPS-ST-52, the supplemental 

testimony of David E. Treworgy on behalf of United States 

Postal Service be admitted into evidence. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Mr. Treworgy's 

testimony and exhibits are received into evidence. As is 

our practice, they will not be transcribed. 
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[Supplemental Testimony and 

Exhibits of David E. Treworgy, 

Exhibit No. USPS-ST-52, was marked 

for identification and received 

into evidence.] 

There are no requests for written or oral 

cross-examination of Witness Treworgy. He did, however, 

provide a response to Presiding Officer Information Request 

Number 5, Question 17, that should be added to the record. 

I believe that answer relates to his earlier testimony and I 

will include it with institutional and other responses 

provided after sponsoring witnesses have completed their 

cross-examination. 

I understand that the only participant requesting 

oral cross-examination of Witness Hatfield, who is scheduled 

to appear last today, has told the Postal Service counsel 

that it no longer wishes to cross-examination. Witness 

Hatfield is scheduled to respond to additional questions 

concerning USPS-T-25. 

There is designated written cross-examination for 

Witness Hatfield. If you have a signed statement of 

accuracy from Witness Hatfield, we can proceed to move the 

admission of his responses to the designated written 

cross-examination at this point in time. 

MR. TIDWELL: A signed statement of accuracy is on 
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its way and we may have to postpone moving this: in for the 

moment. 

CHAIRMAN GLEIMAN: We will get back to that one, 

then. 

MR. HOLLIES: For the record, Mr. Chairman, the 

supplemental testimony of Witnesses Treworgy and Lion does 

include the library references which are the subject of 

those respective testimonies. 

CHAIRMAN GLEIMAN: Thank you, Mr. Hollies. 

That brings us to Witness Donald M. Elaron who has 

already appeared for cross-examination concerning USPS-T-17. 

Today, he is presenting USPS-ST-53 and cross-examination 

will be limited to matters related to that testimony. 

Mr. Baron is already under oath. Mr. Cooper, if 

you would offer his supplemental direct testimony including 

any necessary corrections? 

MR. COOPER: Okay, we'll do that through the 

witness on the stand so I call Mr. Baron to the stand. 

CHAIRMAN GLEIMAN: Thank you. 

Whereupon, 

DONALD M. BARON, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been previously 

duly sworn, was examined and testifed as follows: 

DIRECT EXAMINATION 
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BY MR. COOPER: 

Q Mr. Baron, I have set before you two copies of a 

document entitled "Supplemental Testimony of Donald M. Baron 

on Behalf of the United States Postal Service," marked for 

identification as USPS-ST-53. Do you see those? 

A Yes, I do. 

Q Are you familiar with this document? 

A Yes, I am. 

Q Was it prepared by you or under your direct 

supervision? 

A Yes, it was. 

Q If you were to be giving testimony orally today, 

is this the testimony that you would give? 

A Yes, it is. 

MR. COOPER: Mr. Chairman, I ask that this 

testimony be admitted into evidence, and my colleague will 

hand two copies to the reporter. 

CHAIRMAN GLEIMAN: Are there any objections? 

Hearing none, Mr. Baron's testimony and exhibits are 

received into evidence, and I direct that they be accepted 

into evidence, and as is our practice, they will not be 

transcribed. 

[Supplemental Testimony and 

Exhibits of Donald M. Baron, 

Exhibit No. USPS-ST-53, was marked 
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for identification and received 

into evidence.] 

CHAIRMAN GLEIMAN: Mr. Baron, have you had an 

opportunity to examine the packet of designated written 

cross examination that was made available to you earlier 

today? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, would your answers be the same as those you've 

previously provided in writing? 

THE WITNESS: Yes, they would. 

CHAIRMAN GLEIMAN: I'm going to provide two copies 

of that material to the reporter and direct that they be 

accepted into evidence and transcribed into the record at 

this point. 

[Designation of Written 

Cross-Examination of Donald M. 

Baron, USPS-ST-53, was received 

into evidence and transcribed into 

the record. 1 
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Responses of Postal Service Witness Baron to Supplemental Interrogatorici of AMMA 7859 

AMMARISPS-LR-H-113-1 

The p/l996 study contained in LR-H-113 was based on a sample of 4,817 
observations (page 6). Please describe in detail the design and execution of the 
sampling study including, but not limited to: 

E: 
The study objectives; 
The universe of study; 

:: 
The frame; 
Stratification; 

F’ 
Sample size by stratum; . 
The assumed standard deviations of the variables and desired 

reliability of the estimates that were used in detenining the sample 
size(s); 

9. Who designed and carried out the study; and, 
h. The period of time over which the observations were taken. 

RESPONSE: 

MODS offices are facilities that report data electronically to the Postal 

Service corporate database through the Management Operating D;ata System 

(MODS). The 4,817 observations described on page 6 of LR-H-113 represent 

records from the population of all MODS offices that reported work hours and 

volumes for certain mail processing operations in accounting perioris Fy 1996- 

APl through FY 1996-AP13. These observations do not represent a sample of 

facilities, but rather’represent the entire universe of such MODS offices. 

Therefore no sampling “study” was undertaken, and no sample design was 

required. 
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AMMAIUSPS-LR-H-113-2 

For the results of the FYI996 sample that are presented on pages 100-102 
of LR-H-113, please provide the following: 

Z: 
Source(s) for the variabilities (Column F); 
The number of observations and standard error due to sampling 

for each line in Columns C through G and J of the table on pages IOO- 
102; and, 

C. Explain any ‘non-sampling’ errors that may occur in these 
estimates and not be reflected in the standard errors stated in part b 
(e.g., accounting errors in population totals and differences in time 
periods). 

RESPONSE: 

a. See USPS-T-14, pg. 9, Table 1. 

b. This question is not applicable. The FY 1996 MODS data set used to derive 

the results presented on pages 100-l 02 of LR-H-113 is not a sam,ple drawn from 

a larger population of MODS data. Instead, it constitutes the population itself. In 

particular, the 4,817 observations in this data set on workhours and volumes by 

operation were obtained from the population of all MODS sites over all accounting 

periods in FY 1996. 

c. Non-sampling errors may result from inaccurate measurements of the actual 

volumes processed or workhours expended by a given site in a given operation. 
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AMMAIUSPS-I R-H-l 13-3 

The ‘RBCS Keying Productivity” reported on page 10 of LR-H-113 was 
revised on 08/18/97. 

a. Please confirm that the pnlv difference between the original and 
the revision of this page was the change of time penod from FYS6Q4 to 
FY96 Annual; 

b. If you cannot confirm part a, please provide a complete 
explanation of all changes; 

C. Please provide the 95% confidence limits on the three estimates 
(images, hours and productivity) for both the original and the revised 
pages including the sources for these calculations. 

RESPONSE: 

a. Confirmed. After the initial version of LR-H-113 was tiled, a page 1 Oa was 

inserted into it, showing alternative productivity calculations based on annual FY 

1996 numbers. 

b. Not applicable. 

c. 95% confidence intervals are only defined for estimates of population 

statistics, such as means and ratios, which are derived from samples of 

population values. The images, hours, and productivity averages reported in LR- 

H-l 13 are themselves population statistics. They are derived from the population 

of FY 1996 observations for these variables. 
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AMMAIUSPS-l-R-H-1134 

Pages 2 and 5 of LR-H-113 state that the SAS procedure “. . .PROC 
UNIVARIATE” is used to analyze the distribution of the productivities and that the 
highest 1% and the lowest 1% of the sampled productivities were eliminated as 
outliers. 

Please explain why there was an automatic elimination without inspection 
of the individual extreme observations? 

RESPONSE: 

It is very difficult, if not impossible, to determine through simple visual inspection, 

an operationally feasible upper or lower bound for the productivity of any given 

operation. Engineers have no standards that define the exact productivity, or 

even a reasonably narrow range of productivities, that define the upper or lower 

bounds of what is considered reasonable. Given this uncertainty, operations 

experts at the Postal Service have agreed that the elimination of productivities 

that fall outside the upper and lower 1% tails of the distribution of all observed 

productivities is a sensible way to eliminate values that are clearly and 

unequivocally outside the bounds of reason. In addition, this tails test approach 

can be efficiently implemented over the large numbers of operations for which 

separate productivity data sets have been produced. 
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AMMAJUSPS-LR-H-113-5 

USPS Wtiness Daniel (USPS-T-29 at 4 line 11) references USPS LR-H- 
113 as the source of “non-class specific FY97 MODS barcode sorter accept 
rates. . ” 

a. For each parameter estimated in LR-H-113 and used in USPS- 
T29 Appendix I pages 40 or 43 or used to derive any values on these 
pages, please complete the following table and the exact paired 
references (cross walk) between thesource and use.of each 
parameter: 

mm: LRq+,Q &c USPST-29 ~~ 

Parameter LCNAi0n Standard Name Location (and derivation if derived) 
- .m.)~p QeYiap ofdigm 

(1) (2) WV 

b. Please confirm that USPS-T-29 makes “proper” use of the 
estimates that come form LR-H-i 13? (By ‘proper” we mean the 
proper time period(s) and in a manner consistent with the objective of 
the sample design and analysis.) 

C. If part b is not confirmed, please explain why you cannot 
confirm to the use of these estimates. 

RESPONSE: 

a. The information requested is as follows: 

(Note that at no time did we calculate standard deviations, since we viewed our 

measures of productivities and accept rates as population parameters.) 
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soum: LRH-113 vre: USPS-l-29 Appendix I 
PanmeW Name LO&h VdU0 Name LOWtiW 

Page. tine. Column 
BCS Non-Incoming Pa9e 100, 95.0% BCSOP 
Secondary MPBCSIDBCS 

Midk of page 40 of 
Tabk Line 6. 43 

Acceptance Rate Column J 
E-5 Non-Incoming Page 100, 95.0% Bcsos 
Secondary MPBCS/DSCS 

Midk of page 40 of 
Table Urn 6. 43 

Acceptance Rate Column J 
-k-S Non-lnmming -ge 100. 95.0% EC-S MMP 
Secondary MPBCSIDBCS 

Middle of page 40 of 
Tabk tine 6, 43 

Acceptana Rate Column J 
SCS Nor&coming page IW. 95.0% SCSSCF Middle of page 40 of 
Secondary MPSCSIDSCS Table tine 6. 43 
Acceptance Rate Column J 
BCS NowIncoming Page loo, 95.0% BCS IP Midk of page 40 of 
Secondary MPBCSKIBCS Tabk Line 6. 43 
Acceptance Rate Column J 
Bcs Incoming Secondary Page 100. 89.9% Bcs IS Middle of page 40 of 
and Box S&ion Table tine 6. 43 
MPBC-QDBW Column J 
BCS Sector Seqnenf and fJ+ 100. 95.0% DSCS First Pass Mkidk of page 40 oi- 
DPS on MPBCQDBCS Table Lfne 9. 43 

Column J - 
EC3 S&or Segment and Page 1w. 95.0% DE& Semnd Pass 

-----_ 
Middle of page 40 of 

DPS on MPBCSt7lBCS Table Line 9. 43 
Column J -___ 

OCR Non-fnmming Page 1 w. 
-----..-_ 

7,350 Nzming Seanday Top of page 43 of 43 
Semndary Table Line 3. MLOCR ’ 

Column G 
RBCS Keying Page IO 615.5 Non-Incoming Semndary - I-- Top of page 43 of 43 
PmdUdiity *cs 
RSCS LMLM Page loo, 4,965 Non-lnooming Secondary iop Of page 43 of 43- 

Table Lfne21. RBCS 
C-I -- 

BCS Non-Warning 
----------- 

Page loo. 11.964 Non-lnmmmg Seamday 
--.._-__-- _.._._. 

Top of page 43 of 43 
Secondary MPBCSXES Table Line 7. MPSCSOSS 

Column G __-.--.._ 
%?%Noc-lnmmiiif- 

---7.467-‘ -:.----.-- --__ - 
Page IW. Non-lnmmmg Secondary 

__ --.._ - .._ 
Top of page 43 of 43 

Secondary MPBCS/DBCS Table tine 6. MPBCSlDBCS 
Column G 

-BcS Incoming Page 100. 6,633 InmingSemndaiy 
-- 

Top of page 43 of 43 
Secondary and Box ?sxiion Table Line 6. MPBCS 
MPBCSIDBCS Column G 
Bc5 sector segment and pase IW. 6,393 Incoming Secondary Top of page 43 of 43 
DPS on MPBCYDBCS Tabk Line 9, DBCS sector SegnwltqPS 

Column G 
Manual Letleers Page 100. 612 Manual Produdivities 
Bulk Business Mail 

Madk of page 43 
T&kliml3 Manual OP (Sufk Business of43 
Column G Mail) 

Manual Lenen Page 100. 
-- 

691 Manual Produdivities 
-----, 
Middle of page 43 

Outgohg Semndary Tabk Line 14 Manual OS cd 43 
Column G 

Manual Letters Page loo, 759 Manual PrwJudivitks Middle of page 43 
state DiilmJtiin (Managed Tabk line 15 Manual Managed Mail of43 
Mail) Column G -- (Stale) 
Manual Letters Page IW. 

696 -__.. - -_-.. -- 
Manual Productiviis 

-.--_-- 
Madie of page 43 

SCF Table tine 16 Manual SCF of43 
Column G -- 

Manual Letters 
------.----- -.--.- --_- 

page 100. 562 Manual Pmductivtis Middle of page 43 
Incoming Primary Table Line 17. Manual IP of43 

~~~-.---___~--------- ---~__. 
Manual Letlen Page loo. s46 

..--_------ --.. 
Manual Productfviies Middle of page 43 

Incoming Secondary Table tine 16. Manual MODS Sides Df 43 
Column G 
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b. Confirmed. The appropriate time period is Fy1996 AP-1 through Fy 1996 AP- 

13. Please see my response to AMMAIUSPS-LR-H-113-1. Note however, that 

the question of whether the LR-H-i 13 estimates are used in a manner “consistent 

with the objective of the sample design and analysis” doas not apply to the 

analysis actually conducted. The estimates in LR-H-113 are not derived from a 

sample of the relevant data, but from the population of all relevant MODS sites 

and accounting periods. 
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CHAIRMAN GLEIMAN: Does any participant have 

additional written cross examination for Witness Baron? 

MR. COOPER: Mr. Chairman, before we get to that, 

there were a number of library references that were the 

subject matter of Mr. Baron's testimony, and I'd like to 

move their admission at this time, as well. 

CHAIRMAN GLEIMAN: Certainly. 

BY MR. COOPER: 

Q Now, Mr. Baron, you have before you two copies of 

143, Library References H-136, 137, 138, 139, 140, 

189, 225, and 289. Is that correct? 

A Yes. 

141, 142, 

Q Are you familiar with these library references? 

A Yes, I am. 

Q Were they prepared by you or under your direct 

supervision? 

A Yes. 

Q Do you sponsor these for purposes of your 

testimony here today? 

A I do. 

MR. COOPER: With that, Mr. Chairman, I would ask 

that these library references be moved into the evidentiary 

record, and I do not ask that they be transcribed. 

THE REPORTER: Would you give me the numbers? 

MR. COOPER: I can give them to you later. 
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MR. VOLNER: Mr. Chairman, I do not object to the 

introduction of those library references into the record. 

I do note that there is one library reference 

which has been omitted. I don't know whether counsel 

intends to introduce it into the record or not, but it 

certainly is going to be the subject of my oral cross. 

CHAIRMAN GLEIMAN: And which library reference is 

that? 

MR. VOLNER: In a notice from the Postal Service 

dated October 14, the Postal Service stated that Donald 

Baron would be the sponsor of H-113, productivities and 

accept rates for mail flow models. 

MR. COOPER: I believe I can clarify that. 

MR. VOLNER: Okay. 

MR. COOPER: That library reference has already 

been admitted into evidence at the time of Mr. Baron's prior 

appearance. 

CHAIRMAN GLEIMAN: That takes care of your 

concern. 

MR. VOLNER: That takes care of my concern at 

least in that respect. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: I never know what to expect 

anymore when it comes to library references. There do not 

ANN RILEY & ASSOCIATES, LTD. 
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1 appear to be any objections. That being the case, the 

2 library references are admitted into evidence and they will 

3 not be transcribed into the record. 

4 [Library References H-136, H-137, 

5 H-138, H-139, H-140, H-141, H-142, 

6 H-143, H-189, H-225, and H-289 were 

7 marked for identifictaion and 

8 received into evidence.] 

9 CHAIRMAN GLEIMAN: Two participants requested oral 

10 cross examination of Witness Baron, the Advertising Mail 

11 Marketing Association and the Alliance of Non-Profit 

12 Mailers. Does any other party wish to cross examine the 

13 witness? 

14 [No response.] 

15 CHAIRMAN GLEIMAN: If not, then Mr. Volner, you 

16 can begin when you're ready. 

17 MR. VOLNER: Thank you, Mr. Chairman. 

18 CROSS EXAMINATION 

19 BY MR. VOLNER: 

20 Q Mr. Baron, my name is Ian Volner. I am counsel 

21 for the Advertising Mail Marketing Association, and this 

22 will, I think, be very brief. 

23 Let me start with a nitpick. 

24 If you could turn to your response to AMMA 

25 Interrogatory Library Reference H-113-5, you have on the 

7868 
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second page of that interrogatory provided us with a very, 

very helpful crosswalk between the library refierence that 

you sponsored and the testimony and appendix particularly of 

Witness Daniel, and if you look about three-quarters of the 

way down the page, you will find an entry called BCS 

non-incoming secondary MPBCS-DBCS. Do you see that? It's 

about the 13th block down. 

A It's the one that says BCS non-incoming secondary 

MPBCS/DBCS? 

Q That's right. Page 100, table -- line five is the 

next entry, and it shows a value of 7,467. 

A Okay. 

Q Okay. We've got that one. Two blocks further 

down, you have an entry, BCS, sector segment, and DPS on 

MBBCS/DBCS. Do you see that one, as well? 

A Yes. 

Q And you have a value of 8,383. And you 

cross-reference us in both cases to the top of page 43 to 

USPS-ST-29, Appendix 1. That appendix is already in the 

record. Let me just show you a copy so that we can 

understand what's going on here. 

MR. COOPER: Counsel, do you have a copy for me? 

MR. VOLNER: I certainly do. 

BY MR. VOLNER: 

Q If you look at the last entry in the non-incoming 
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secondary block on page 43 of 43, I see a value of 8393, and 

if you look at the middle entry on the next block, I see a 

value of 7467, but those seem to be transposed from the 

values that you showed in your answer to our interrogatory, 

and my question simply is was the transposition yours or was 

it Witness Daniel's? 

A Okay. 

Q And if you can't answer it, I really just want to 

get this straightened out for the record so that we can 

replicate the results. 

A Sure. 

Q If you are not able to answer it, I am perfectly 

happy to ask you to go back and straighten it out with 

Witness Daniel's. 

A If you turn to page 100 in H-113, LR,-H-113 -- 

Q Right. 

A If you look at the second row of data, you see the 

7467. 

Q Right. 

A Okay. 

Q So that it appears that Witness Daniel has 

transposed the values? 

A Right. We are showing the 7467 to be the 

productivity for non-incoming secondary MPBCS/DBCS and we 

are showing that 8393 is the productivity for sector segment 
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and DPS on MPBCSfDBCS. 

Q Okay. I think that suggests that you have in your 

answer to the interrogatory correctly tracked what was in 

the library reference and I think for present purposes that 

would suffice, but it raises another question. 

Since we are on page 100, on that same column, the 

7464 column, you show an accept rate of 95 percent. 

Is that the same thing -- now let's go back to 

page 43 of 43 of Appendix 1 to T-29. 

Is that the same thing as the realization factor 

that Witness Daniel has shown as 85 percent? Or is that 

something different? 

A I don't know what Witness Daniel means by 

realization factor. 

Q Okay. 

A In fact, I don't see it on this page that you 

handed me. 

Q At the bottom of the page. 

A Oh, okay. 

Q She shows a footnote, Docket Number MC96-2, 

USPS-T-5, Appendix 1, pieces per hour times realization 

factor. 

A I really don't know what the witness was doing at 

this footnote. 

Q One more question with respect to your answer to 
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1 our interrogatory and we'll go on to a little more 

2 substantive matters, I think. 

3 In the development of that Library Reference did 

4 you have or did you develop a productivity for the carrier 

5 sequence barcode sorter? 

6 A No, we did not. 

7 Q Thank you. 

8 Well, then let's go on to the last set of very 

9 brief questions that I have. 

10 Let me start by asking were you at all involved in 

11 the presentation of the case in what was called MC96-2 or 

12 otherwise known as Reclassification Reform II -- the 

13 nonprofit reclassification case? 

14 A We may have done some statistical analyses that 

15 were used. 

16 Q But you were not personally or directly involved? 

17 A That's correct. 

18 Q Okay. Did you have occasion to look at Witness 

19 Daniel's testimony in that case in connection with your 

20 preparation or supervision of the preparation of Library 

21 Reference 113? 

22 A No, I did not. 

23 Q You did not. So you have no idea hew the 

24 productivities for carrier sequence barcode scrters were 

25 developed in that case? 
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A No, I don't but I am sure that we did not provide 

productivities for carrier sequence barcode sorters because 

our source of data for such productivities is the MODS file 

and there were no data available at that time from the MODS 

file on carrier sequence barcode sorters. 

Q Well, when I asked you before whether you 

developed a productivity for this case, for the carrier 

sequence barcode sorter, you said you did not. 

A For the same reason. There were still 

insufficient data. 

Q In the MODS file? 

A In the MODS file for FY 1986. 

Q Well, that may answer the next question that I 

have, but let me ask it anyway. 

There is evidence on this record frcm Witness 

Smith that the delivery barcode sorter has a capacity that 

is three times the capacity of the carrier sequence barcode 

sorter -- just accept that subject to check. 

Do you have in the course of preparing your 

Library References and testimony any reason to understand 

why the productivity of the carrier sequence barcode sorter 

seems to be greater, significantly greater, than the 

productivity of the DBCS? 

MR. COOPER: I might object to the form of the 

question, but I'll accept it as a hypothetical. 
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BY MR. VOLNER: 

Q Okay. Take it as a hypothetical. I don't 

really -- I will establish through other evidence that 

there's predicates for it, but let's do it as a 

hypothetical. 

Is it as a matter of theory possible that the 

capacity, the machine with the greater capacity has a 

significantly lower productivity? 

A I don't know. I'm not an operations expert. 

MR. VOLNER: I have no futher questions. 

CHAIRMAN GLEIMAN: Thank you, Mr. Vclner. 

Mr. Thomas? 

Mr. Thomas has no cross-examination. 

Is there any followup by anyone in the room? 

Is there anyone else in the room? 

Questions from the bench? 

There don't appear to be any. 

Mr. Cooper, do you feel the need for redirect? 

MR. COOPER: NO, I feel no such need. 

CHAIRMAN GLEIMAN: Okay. If that is the case, 

then, Mr. Baron, I want to thank you. We appreciate your 

appearance here today and your contributions to the record, 

and if there's nothing further, you're excused. 

[Witness excused. 1 

CHAIRMAN GLEIMAN: That brings us to our next 
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witness, and I -- yes, sir. 

MR. TIDWELL: Mr. Chairman, before we proceed to 

the next witness, the Postal Service would like to report 

that we now do have the declaration that would be 

appropriate for attachment to the designated written 

cross-examination of Witness Hatfield, and we might want to 

take this occasion to move that into the record at this 

point. 

CHAIRMAN GLEIMAN: Well, you've just answered the 

magic question. 

Are there any objections to our moving the 

designated written cross-examination of Witness Hatfield 

into the record? 

There don't appear to be any. I'm going to hand 

two copies to the reporter and direct that they be received 

into evidence and transcribed into the record at this point. 

[Designation of Written 

Cross-Examination Of Philip A. 

Hatfield, USPS-T-25, was received 

into evidence and transcribed into 

the record.1 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 

WITNESS PHILIP A. HATFIELD (T25) 
DESIGNATED AS WRITTEN CROSS-EXAMINATION 

Interroaatory: Desisnatins Parties: 

AMMAIUSPS-H130-1 AMMA 

AMMAIUSPS-H130-2 AMMA 



RESPONSE OF POSTAL SERVICE WITNESS HATFlEiLD TO 
INTERROGATORIES OF THE ADVERTISING MAIL MARKETING ASSOCIATION 

AMMAILJSPS-LR-H-130-1. The following questions refer to the “Data Collection 
Period” discussed in the “Data Collection Packet” of LR-H-130. 

a. Please confirm that the data collection took place on Monday through 
Friday (no Saturdays or Sundays) beginning February 24,1997 and ending March 7, 
1997 for a total of ten (10) consecutive work days plus “two scheduled contingency 
days” (March 10 and 1 I). ’ 

b. Ifyou cannot confirm part a.. please provide the correct dates. 

C. How and why was this particular ten(l0) day period chosen? 

d. Did you or anyone else test the implicit assumption of the users of these 
data that the information collected and parameters estimated by the sample study are 
not subject to seasonal fluctuations? 

e. If the answer to part d is “yes”, please provide all analyses of the test(s)? 

f. If the answer to part d is ‘no”, what was the justification for making the 
assumption described in part d? 

RESPONSE: 

a. Confirmed. 

b. N/A 

C. The data collection period was chosen based on the rate tiling schedule, 

the ability to minimize impact on field personnel and normal processing, and to be cost- 

effective in collection the necessary data. 

d. No. 

e. NIA 

f. In order to test the hypothesis that the accept and upgrade rates of 

automation equipment by specific mail type vary seasonally, a significant amount of 

data would be necessary. Specifically, estimates of these parameters at varying times 
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throughout the year would be needed. These data are not currently alvailable and their 

collection would be costly and cause a significant disruption of normal processing 

operations. Further, for the most part, these parameters would not be expected to vary 

seasonally. For these reasons, no test for seasonal fluctuations was conducted. 
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AMMAlUSPS-LR-H-130-2. USPS Witness Daniel (USPS-T-29 Appendix I page 40 of 
43) cites LR-H-130 as the source of Standard (A) acceptance rates. Pbease explain all 
of the differences between Witness Daniel’s rates and terminology on the page cited in 
Witness Daniel’s testimony and the rates and terminology in Tables 5.1, 5.2 and 5.3 on 
page 10 of LR-H-130. 

RESPONSE: 

In comparing the table in witness Daniel’s testimony (Appendix I, page 40) to 

page 10 of USPS LR-H-130 there are no differences in the accept and upgrade rates. 

One possible source of confusion may be the fact that an errata was filed to USPS LR- 

H-130 on October 6’that changed some of the upgrade rates. Despite the errata, 

witness Daniel’s testimony has contained the correct rates since it was originally filed. 

Although the terminology used by witness Daniel on page 40 of Appendix I of her 

testimony is slightly different than that used in USPS LR-H-130 on pagf? IO. the 

descriptions refer to the same mail types. The table below provides a rnapping 

between the mail type descriptions used by witness Daniel and those used in USPS 

LR-H-130: 

USPS-T-29, Appendix I, oaae 40 1 USPS LR-H-130. Daae 19 

MLOCR & ISS Basic Non-Automation 

Compatible . 

Table 5.3 - 3C basic presort non- 

automation, Non-OCR 
-- 
MLOCR & ISS Basic Automation 

Compatible 

MLOCR & ISS 3/5 Presort Non- 

automation, OCR 

Automation Compatible 

MLOCR & ISS 3/5 Presort Automation 

Non-OCR 

Table 5.3 - 3C 315 presort 

Compatible OCR 
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sort non- 

Compatible 

automation OCR 

sort non- 

rt non-automation, 

rt non-automation, 

Automation Compatible 

Automation Compatible 

MPBCS-OSS Rejec 

Automation Compat 

sort non- 

automation Non-OCR 

sort non- 

automation, OCR 

f-t non-automation, 

#d-t non-automation, 
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DECLARATION 

I, Philip A. Hatfield, declare under penalty of perjury that the foregoing 

answers are true~and correct, to the best of my knowledge, inform&ion, and belief. 
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CHAIRMAN GLEIMAN: We'll give postal counsel a 

moment to change places over there. 

We'll recess briefly. 

[Recess.] 

MR. ALVERNO: Are you ready, Mr. Chairman? 

CHAIRMAN GLEIMAN: Whenever you are, Mr. Alverno. 

If you'd like to identify your witness so that I can swear 

him in. 

MR. ALVERNO: The Postal Service calls Dr. Daniel 

Talmo to the stand. 

Whereupon, 

DANIEL TALMO, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

DIRECT EXAMINATION 

BY MR. ALVERNO: 

Q Please introduce yourself. 

A My name is Daniel Talmo. 

Q And where are you employed? 

A I'm employed with Lauritz R. Christensen 

Associates in Madison, Wisconsin 

Q Now earlier, Dr. Talmo, I handed you two copies of 

a document entitled Supplemental Testimony of Daniel Talmo 

on behalf of the United States Postal Service marked as 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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USPS-ST--50. Did you have a chance to examine them? 

A Yes, I did. 

Q And within that testimony is incorporated by 

reference several library references; correct? 

A Yes. 

Q And those include which library references? 

A LR H-105, 190, and 195. 

Q Okay. And those -- the titles generally are mail 

characteristic studies for which subclasses? 

A Mail characteristics studies for Standard A 

nonprofits, Standard A regular rate, and at the time Second 

Class mail. 

Q Okay. And was this testimony which incorporates 

these library references prepared by you or under your 

supervision? 

A Yes, it was. 

Q And do you have any changes or correc:tions to 

make? 

A No, I do not. 

Q And if you were to testify orally tocay would your 

testimony he the same? 

A Yes, it would. 

MR. ALVERNO: Mr. Chairman, I ask that the 

supplemental testimony of Daniel Talmo on behalf of the 

United States Postal Service marked as USPS-ST-SO. which 

ANN RILEY & ASSOCIATES,,LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 incorporates by reference Library References H-105, H-190, 

2 and H-195, be received as evidence at this time. 

3 CHAIRMAN GLEIMAN: Are there any objections? 

4 Hearing none, Dr. Talmo's testimony and exhibits 

5 are received into evidence. I direct that they be accepted 

6 into evidence, and as is our practice, they will not be 

7 transcribed into the record at this point. 

8 [Supplemental Testimony and 

9 Exhibits of Daniel Talmo, Exhibit 

10 No. USPS-ST-50, was marked for 

11 identification and received into 

12 evidence.] 

13 CHAIRMAN GLEIMAN: Dr. Talmo, have ycu had an 

14 opportunity to examine the packet of designated written 

15 cross-examination that was made available earlier today? 

16 THE WITNESS: Yes, I did. 

17 CHAIRMAN GLEIMAN: If these questions were asked 

18 of you today would your answers be the same as those you 

19 previously provided in writing? 

20 THE WITNESS: Yes, they would. 

21 CHAIRMAN GLEIMAN: That being the case, I'm going 

22 to provide two copies of the designated written 

23 cross-examination of Witness Talmo to the reporter and 

24 direct that they be accepted into evidence and transcribed 

25 into the record at this point. 
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ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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[Designation of Written 

Cross-Examination of Daniel Talmo, 

USPS-ST-50, was receiyred into 

evidence and transcribed into the 

record.] 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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OF UNITED STATES POSTAL SERVICE 

WITNESS DANIEL TALMO 
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Advertising Mail Marketing Association AMMA/USPS-HI051, 3-4 

Office of the Consumer Advocate AMMAIUSPS-H1051-4 

Respectfully submitted, 

7p%d pl5Lhf 

Margaret P. Crenshaw 
Secretary 

Docket No. R97-1 



7888 
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UNITED STATES POSTAL SERVICE 
WITNESS DANIEL TALMO (ST50) 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 

Interroqatorv: Desiqnatinq Parties: 

AMMAIUSPS-H105-1 AMMA, OCA 

AMMAIUSPS-H105-2 OCA 

AMMA’USPS-H105-3 AMMA, OCA 

AMMPJUSPS-H105-4 AMMA, OCA 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TALMO 
TO INTERROGATORIES OF ADVERTISING MAIL MARKEiTING 

ASSOCIATION 

AMMA/lJSPS-LR-H-105-1. The sample study described in LR-H-105 states that 
the data were collected for a six (6) week period. 

a. Please confirm that the period began Wednesday, January i:3,m and 
ended Tuesday, March 11,m. 

b. If you cannot confirm part a., please provide the correct dates. 

0. 

d. 

e. 

f. 

How and why was this particular six (6) week period chosen’? 

Did you or anyone else test the implicit assumption made by the users of 
these data that the information collected and parameters estimated by the 
sample study are not subject to seasonal fluctuations? 

If the answer to part d is “yes”, please provide all analyses of the test(s)? 

If the answer to part d is “no”, what was the justification for making the 
assumption described in part d? 

AMMAIUSPS-LR-H-105-1 Response: 

a. 

b. 

C. 

d. 

Confirmed. 

N/A. 

Implementation of postal Classification Reform for commercial Standard 

(A) in the summer of 1996 resulted in changes in mail preparation. The 

survey period was chosen to be sufficiently beyond the introduction of the 

new classification reform requirements to allow mailers time to stabilize 

their mailing patterns, yet soon enough to complete the survey analysis in 

time for the rate filing. 

No. 
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e. N/A; 

f. Given that Classification Reform was implemented in 1996, there had not 

been four continuous quarters during which the new requirements were in 

effect in order to test the assumption. Consequently, it was assumed that the 

distributions would be equal across quarters. 
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TO INTERROGATORIES OF ADVERTISING MAIL MARKETING 

ASSOCIATION 

AMMAIUSPS-LR-H-105-2. What is the data format of each of the machine 
readable output tiles in LR-H-105? 

AMMAIUSPS-LR-H-105-2 Response: 

See Attachment. 

7092 
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Formats for Output Files Listed in LRH-105 Appendix E, by Section 

I. Stratification and Sample Selection 

File format for finstrata.pmt : 

Position Position Field Variable 
From To Length Description 

1 7 7 PERMIT finance number 
0 10 3 Strata index - First Class 
11 13 3 Strata index - Std A Regular Rate 
14 16 3 Strata index - Std A Nonprofit a 

File format for pmtstda.ms.st : 

Position Position 
From To 

1 2- 
3 3 

4 6- 

7 7 

0 10 

11 24- 
25 36 
37 48 

Field 1 Variable 
Length Description 

2 NCTB strata index 
1 Transaction type index: 

1 = identical 
2 = non-identical 
3 = bad weight (identical or non-identical) 

3 Transaction size index: 
see Table 2, Column 1 for descn’ption 

1 Processing category index: 
1 = letters 
2 = flats 
3 = parcels 

3 Std A Regular Rate VIP index: 
index indicates position in vipmap96dat 

IA Revenue 
12 jPieces 
12 IWeight 

1 
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File format for offdat.ver : 

Note: The rows of this file are organized into 6 distinct blocks as follows: 
First block = Identical, automation transactions by office size stratum 
Second Block = Identical, nonautomation transactions by office size stratum 
Third Block = Non-identical, automation transactions by ofice size stratum 
Fourth Block = Non-identical, nonautomation transactions by office size stratum 
Fifth Block = Total identical transactions by office size stratum 
Sixth Block =Total non-identical transactions by office size stratum 
Each block is separated by a blank row. 
A row of a block represents an office size stratum. 
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File format for msdat.ver : 

Note: The rows of this file are organized into 6 distinct blocks as follows: 
First block = Identical, automation transactions by transaction size stratum 
Second Block = Identical, nonautomation transactions by transaction size stratum 
Third Block = Non-identical, automation transactions by transaction size stratum 
Fourth Block = Non-identical, nonautomation transactions by transaction size stratlJm 
Fiih Block = Total identical transactions by transaction size stratum 
Sixth Block =Total non-identical transactions by transaction size stratum 
Each block is separated by a blank row. 
A row of a block represents a transaction size stratum. 

File format for off-std.ver : 

Position Position Field Variable 
From To Length Descnption 

1 3 3 Office size stratum index 
4 23 20 Mean of transaction volume 
24 47 24 Standard deviation of transaction volume 
AR 67 20 Mean of adiusted revenue oer transaction 

I 68 I 91 I 24 IStandard deviation of adjusted revenue per tra,nsaction 
. .._-n of adjusted revenue per piece 
Standard deviation of adjusted revenue per 
Mean of unadjusted revenue per piece 
Standard deviation of unadiusted revenue 

Standard deviation of adjusted revenue per 
Mean of adjusted revenue per piece 
Standard deviation of adjusted revenue per 
Mean of unadjusted revenue per piece 
Standard deviation of unadjusted revenue 
Number of transactions 

3 
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File format for ms-std.ver : 

Position Position Field Variable 
From To Length Description 

1 3 3 Transaction size stratum index 
4 23 20 Mean of transaction volume 
34 A7 24 Standard deviation of transaction volume 

,Mean of adjusted revenue per transaction 
IStandard deviation of adjusted revenue per 

File format for strata.dat.reg : 

1 Position 1 Position 1 Field 1 Variable 
Length Description 

3 Transaction size stratum index 
16 Ratio of permit imprint to stampted and metered revenue 
16 Ratio of letter and flat revenue to total revenue 

4 
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II. Main Results 

Several output file formats that follow refer to a container code or a package code field. The 
following two~tabies define the container and package codes used in those files. 

Package codes 

Container Codes 

Pack or L-TWI barrier Route Tray 
Route Trav I 

C--I. __ LI r__. rn__ 

l-Foot= ..--.- ..-, 
Routes Sack or Z-Foot Carrier 
Carrier Routes Trav 

RouteTray 
Carrier Routes Tray 
m-i-_ “^..L^^ I --.. l-Foot 3-Digit ~~I~IEI WWD raay 

Z-Foot 5-Diait Automation Trav 

I 

~~_~~~ ~~~~ ~~~~ ~, 

* -‘-“Automation Tray 
IT 7-Foot 5-Digit Nonautomation Tray 

11+wt b-Urgrt Nonautomation Tray 
IZ-Foot 3-Digit Automation Tray 
Ii-Foot 3-Digit Automation Tray 

n--m. --I r- ot 3-Digit Nonautomation Tray 
Nonautomation Trav 

ON11 

3AT2 
3ATl 

ANTI 1 l-Foot ADC Nonaut 
MAT7 t7-Foot--. .-- 
MAT1 
MNT2 
MNTi 

Mlxed AUC Automation tray 
...~~-> .sm ...I---.:__ L_.. 1 I-Foot mrxeo nut nuromauon uay 

I Mixed ADC sack or Z-Foot Mixed ADC Nonautomation tray 
1 j-Fwt Mixed ADC ~~nn~rehrnd!nn Ir.tr 

Z-Foot 5-Digit UpgEl-. 
l-Foot 5-Digit Upgradable tray 
Z-Foot 3-Digit Upgnd~hl~ rr=v 
l-Foot 3-Digi 

1w-1.v ..“, 

t llooradable trav I 

5UT2 
5UTl 
3UT2 
3UTl 

5 
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File format for the following output files: 

faK-.reg 
the-.reg 
trayall.reg 
tabbreg 
tabcl~.reg 
tab&Z-.n?g 

NMNUPGRreg 
MNUPGRXreg 
tabdz-reg 
tabez-reg 
tabd3~.reg 
tabe3-.reg 

1 Position 1 Position 1 Field 1 Variable 1 

Transaction level; 1 = small, 2 = medium, 

Office level; 1= large, 2 = medium, 3 = small 
Container code (see scheme for detail) 
Stvle name: TRAY. SACK or PALLET 
ICarrier Route Package 
‘- -’ .’ Auto Package 

Nonauto Package 
31 45 15 o-ulglr 
46 60 15 5-Digit ._..-_ 
61 75 15 5Digit Auto Paclc, 
76 90 15 3-Dioit Nonauto P ,- -.~ -.~--.- ?ackage 

IADC Auto Package 
’ .-^ “onauto Package 

4DC Auto Package 
I,,ALcY ,T”Y I.VIIa”L” I m’““yc 

,_ lo packaging 
‘--&-’ ‘iventoried containers 

161 1 195 ( 15 tNumerator of inflation factor 196 1 210 1 15 IDenominator of inflation factor El 

Notes: 

1. Any table created by the table-maker.f subroutine is vertically divided into two parts, The top 
apart represents total inflated pieces for container-package combinations. The bottom part 
(delimited by a title line starting with -‘) represents total inflated packages for tcntainer- 
package combinations. 

2. The ‘No packaging” field contains data for containers in which no packaging is allowed. 

3. Combinations of transaction and office level determine a stratum. 

6 



Attachment to Response to AMhWUSPS-LR-H-105-2 7899 

File format for labelen : 

Position Position 
From To 

1 5 
6 61 
62 65 

Field Variable 
Length Description 

5 Observation name 
56 Label error description 
4 Label number 

File format for labeLerr;! : 

Position Position Field Variable 
From To Length Description 

1 I 5 5 Observation name 
6 46 41 

47 51 5 
52 53 2 

Label error description 
Container code (see scheme for detail) 
Line 2 index: 
1 = BC, 2 = BC/AutomationScheme, 
3 = Upgr, 4 = Non-OCR, 9 = Other 

File format for package.err : 

rPn+itinn I Position I , - -, . -. , Field 1 Variable I _ _ . - 
To 
20 

3 

26 
37 
47 

Length 
20 
6 
11 
10 

File format for outly.pcs : 

Positis r Fror 
on Position Field Variable 
n To Length Description 

1 6 6 Observation name 
7 13 7 Container code (see scheme for detail) 
14 10 5 Package code (see scheme for detail) 
19 21 3 Style index: 

1 = not used, 2 = tray, 3 = sack, 4 = pallet 
22 29 1 8 IAverage pieces par package I 
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III. Carrier Route Analysis 

File format for the following output files as created by table-makerI 

trayall.reg tabe-.reg 
tabd-.reg tabaOSa.reg to taba09b.reg 

Please refer to the file format listed for Section II, above. 

File format for the following output files: 

labelserr package.en 
labels.eti outly.pc5 

Please refer to the file format listed for Section II, above 
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IV. Destinating Entry Discount Analysis 

File format for the following output files: 
IetpaLreg 
sackpalreg 

Variable I 

II , ” ,” 

ITotal nieces in Carrier Rnutn sac& or LFOOI 
; : :f (loralplecesinl-FwtCamernoure frays 

~:lnier ROIU+P ~nvc 

I 10 /Total aieces in 5-Digit Canier Routes Sacks or 

r’---- “’ mt 5-Digit Carrier Rnt+a+ Tnva 
10 

l--H+ I 10 I 
ITotal pieces in Z-Foot 3-Digit Carrier I 
Tofnl nierfis in l-Foot ? n:-ir p-4-- ’ 

t--+5+% / ‘I 
, I _.“I pa-- s in Z-Foot 5-ulglr H 

10 ITotal oieces in l-Foot 5-Dioit A _- - .- 
In ITntdnia-X= 

.--.-- .‘-I- 

?outes Trays 
P-UIYIL C~~~IIU aoutes Trays 

m.-.& . uto Trays 

--. - -.=~.. ~utoTrays 
B-.:-x C--I._ - r Z-Foot 5-Digit Nonauto Trays 

- 

I I in 

j-uigit Auto Trays 
;acks or 2-Foot J-Digit Nonauto Trays 

rlonauto Trays 
WC; Auto Trays 

““‘0 Trays 
&Foot ADC Nonauto Trays 

_- - .Jnauto Trays 
*.DC Auto Trays 
.DC Auto Travs 

Jpgradable Trays 
Trzwc 

Notes: 

1. For letpal.reg. the data are letters in trays. For example, the data in the CCT.2 field are 
total letters in Z-foot catier route trays. 

2. For sackpal.reg, the data are flats in sacks For example, the data in the CCTZ field are 
total flats in canier route sacks. 

3. Container fields that are not allowed for a shape are always filled with zeros. For example, 
since the “CCTl” field always represents pieces in l-foot carrier route trays. and since flats 
cannot be in trays, then this field will be all zeros in sackpaLreg. 

9 



Attachment to Response to AMMANSPS-LR-H-105-2 7902 

File format for avepal.dat : 

File format for the following output files: 
trayall.reg 
tabd-.reg 
tabe-.reg 

Please refer to t,he file format listed for Section II. above 

File format for the following output tiles: 
labels.err package.en 
labels.errZ outly.pcs 

Please refer to the file format listed for Section II, above 

10 
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V. Mail Entry Point Profile 

File format for rmeppv2cvs : 

3 = Mixed BMC 

IK Total BMEU biec&weight destina‘iing in service area of SCF t hat is an ADC 
Total Dropship piece&eight ente&i%a &lC-~~~~-- ~~~ 
Total Dropship pieces&eight destinatina in service area of same 

-. 
! BMC 

-*-- a; an ASF 1 

Ip ,“. Total Dropshlp pleceshveight entt 
ITotal Drooshio DieceShveioht des tinating in service area of same SCF 

entering at an AO, station or branph 
des&--G-e im e--d-- -r-e A< aem 

, , v-I W,vYs,,+. pieces as calculate 
ITotal Dropship pieces as calculats 
ITotal Plantload oieceshveioht entl 

:ng in service area of same ASF 
:ring at an SCF 

rmrwoao plecesrwrlgnr oesrrnarlng 
Plantload piece&eight entering at -~. .-. 
Plantload piece&eight destinatina in service are 
Plantload niecetieioht enl 

?a of same ASF 

AA 
._-. .- ..__ -_ r .____..._.=.__ -.. tering ai an SCF 
Total Plantload pieces/weight destinating in service area of same 

AB 
AC 
AD 
AE 

Total Plantload piece&eight entering at an AO, station or branch 
Total Plantload piece&eight destinating in service area of same AO, 
Total Plantload pieces as calculated by computer 
Total Plantload pieces as calculated by entry clerk 

Notes: 

1. This file was originally created as a comma delimited file. The version provided on the diskette, 
however, is an Excel spreadsheet. The format above is for the spreadsheet version. 

2. This table is vertically divided into two parts. The top part represents total pieces for shape- 
form-type combinations. The bottom part represents total weight for shape-form-t/pe 
combinations. 

11 
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VI. Bootstrapping 

File format for the following output file: 
boot-resuits.reg 

This table provides bootstrap statistics for every 200th iteration. For each 
iteration that it ptints. it provides 22 rows and 41 fields of data. 
Each data field is 20 characters wide, including 5 places to the right of a decimal point 
These data are separated by a title that indicates the iteration number. 

Each row of data represents statistics for a single table 
The row definitions are as follows: 

Low Description 
1 IEstimated sample mean for each value in Table 5 
Zktimated standard deviation for each value in Table 5 

r----I-J ----I- ----I---_-L ..31ue in Table6 

!vlatlon K)r each value in Table 6 

ch value in Table 7 

E 
-. . -. - - - -. - - 

tlmatea sample mean tar eacn value in Table 9 
IV estimated standard deviation for each value in Table 9 
11 Estimated sample mean for each value in Table 10 
12 Estimated standard deviation for each value in Table 10 
33 Fcfimtbd +arnnl~ mean for each value in Table 11 

tlmatea stanaara aevlarion for each value in Table 11 
r--~-.-d ----I- ----I__ ___L ..llue inTable ,2 

ch value in Table 12 
Ilue in Table 13 

, ;I;i;;::““:-: -T”‘T‘- ‘,.’ T-.: .~. - 

15 Esumareo sample mean WI eacn vi 
16 Estimated standard deviation for ea 
17 Estimated sample mean for each vt 
16 Estimated standard deviation for ea 
19 EstimateI’ . 
20 Estimate0 sranoaro oevlauon ror ea 
21 Estimated sample mean for each v: 
22 Estimated standard deviation ror eacn 

ch value in Table 13 
I sample mean Tar eacn value in Table 14 
> ~.~~ >-.I >-~.I-..-- I-. --ch value in Table ,4 

Aue in Table 15 
,~- ~~ AL ~~-*~~- :- ..-L.- Ir value In I am 13 

Table 6 
IIP in Table A 

12 
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Each column of data represents statistics for a single value within a table. 
Because there are a different number of values for each table (Le., Table 5 
has 2 values but Table 6 has 4 values), some elements within a column are 
always zero. For instance, row 1 and 2 provide statistics for Table 1. Since this 
table has only two values, then the elements of columns 3 to 41 for these rows 
are aiways zero or blank. The column definitions are as follows: 

For Rows 1-2: 

IColumn IDescn$ron 1 
. / 

For Rows 3-4: 

IColumn - Column Description 
1 Statistic for 3-Digit pieces 
2 Statistic for 5-Digit pieces 
3 Statistic for basic pieces 
4 Statistic for total pieces 

5-41 NIA 

For Rows 9-10: 

7905 
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For Rows 56, 7,-S. 11-12. 13-14, or 15-16: 

Column Description 
1 Statistic for MADC pieces in MADC bays or sacks 
2 Statistic for ADC pieces in MADC bays or sacks 
3 Statistic for 3-Digit pieces in MADC trays or sacks 
4 Statistic for 5-Digit pieces in MADC bays or sacks 
5 N/A 
6 Statistic for ADC pieces in ADC trays or sacks 
7 Statistic for 3-Digit pieces in ADC trays or sacks 
8 Statistic for 5-Digit pieces in ADC bays or sacks 
9 N/A 

10 N/A 
11 Statistic for 3-Digit pieces in 3-Digit trays or sacks 
12 Statistic for 5-Digit pieces in 3-Digit trays or sacks 
.? .,,A 

14 N/A 
15 N/A 
16 Statistic for 5-Digit pieces in 5-Digit trays or sacks 
17 Statistic for MADC packages in MARC travs or sacks 
18 Statistic for ADC packages in MADC trays or sacks 
19 Statistic for 3-Digit packages in MADC trays or sacks 
20 Statistic for 5-Digit packages in MADC trays or sacks 
74 hl,A 

22 Statistic for ADC packages In ADC; trays or SaCKS 

23 Statistic for 3-Digit packages in ADC trays or sacks 
24 Statistic for 5-Digit packages in ADC trays or sacks 

t 

26 N/A 
27 Stabtic for 3-Digit packages in J-Digit trays or sacks 
28 Statistic for 5-Digit packages in 3-Digit trays or sacks 
29 NIA 
30 N/A 
31 N/A 
32 N/A 
33 Statistic for total pieces 

34-41 N/A 

14 
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For Rows 17-18, 19-20, or 21-22: 

IColumn IDescriotion 

15 Statistic for 3-Digit pieces on 3-Digit pallets 
16 Statistic for 5-Digit pieces on 3-Digit pallets 
17 N/A 
IA N/A 

19 N/A 
20 Statistic for 5-Digit pieces on 5-Digit pallets 
21 Statistic for MADC packages on MBMC pallets 
22 Statistic for ADC packages on MBMC pallets 
23 Statistic for 3-Digit packages on MBMC pallets 
24 Statistic for 5-Digit packages on MBMC pallets 
96 N/A 
&., . . . . . 

26 Statistic for ADC packages on BMC pallets 
27 Statistic for 3-Digit packages on BMC pallets 
28 Statistic for 6-Digit packages on BMC pallets 
29 NIA 
30 N/A 
31 Statistic for 3-Digit packages on SCF pallets 
32 Statistic for 5-Digit packages on SCF pallets 
33 N/A 

34 N/A 
35 Statistic for 3-Digit packages on 3-Digit pallets 
36 Statistic for 5-Digit packages on 3-Digit pallets 
37 N/A 
38 N/A 
39 N/A 
40 Statistic for 5-Digit packages on 5-Digit pallets 
41 Statistic for total Dieces 

15 
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File format for boot-results2reg’ : 

This file provides bootstrap statistics for the estimates in Table 16. Statistics are reported 
for every 10th iteration. For each iteration, there are 2 rows of data. The first row provides 
statistics for pieces in hays with at least 150 pieces. The second row provides staristics for pieces 
in trays with less than 150 pieces. 

Position Position Field Variable 
From To Length Description 

1 23 23 Label -first row/second row (tray si; 
I 

ze) 
42 24 I 41 59 ~1 18 18 IEstimated [Estimated sample standard mean deviation 

I 

7908 

l This file is the output of a program used to compute the confidence intervals presented in the 
response to AMMANSPS-LR-H-1054(b). 

16 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TALMO 
TO INTERROGATORIES OF ADVERTISING MAIL MARKETING 

ASSOCIATION 

7909 

AMMA/USPS-LR-H-105-3. USPS Witness Daniel (USPS-T-29 at 3 line 23) 
references USPS LR-H-105 as the source of the “entry profile” used in mail flow 
diagrams which in turn become parameters in several cost models. 

a. For each parameter estimated .in LR-H-105 and used in USPS-T-29 
Appendix I pages 5,7 or 9 or used in the derivation of any number on 
these pages, please complete the following table with the ex,act paired 
references (cross walk) between the source and use of each parameter: 

Source: LR-H-105 Use: USPS-T-Z’3 Appendix I 
Parameter Location Value Standard Name Location (and derivation if derived) 

Name (Page, Line, etc.) Deviation (if different) ‘(Page. Line, etc.) 
(1) (2) (3) (4) (5) (6) 

b. Please confirm that USPS-T-29 makes “proper” use of the estimates that 
come from LR-H-1137 (By “proper” we mean the proper time period(s) 
and in a manner consistent with the objectives of the sample design and 
analysis.) 

C. If part b is not confirmed, please explain why you cannot confirm to the 
uses of these estimates. 

AMMA/USPS-LR-H-105-3 Response: 

a. There are no results from LR-H-105 used directly or indirectly in USPS-T- 

29 Appendix I, pages 57. or 9. 

b. N/A. 

C. N/A. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS TALMO 
TO INTERROGATORIES OF ADVERTISING MAIL MARKETING 

ASSOCIATION 

AMMA/USPS-LR-H-1054. The following questions refer to Table I6 (LR-H-105 
page 24; hardcopy version). 

a. 

b. 

C. 

d. 

e. 

Please provide the data and the source(s) used to compute the “Percent 
of Pieces in Trays with at least 150 pieces”. 

Please provide the 95% confidence interval for the “Percent of Pieces in 
Trays with at least 150 pieces”. 

How many total letter trays were observed? 

Please confirm that the “Percent of Pieces in Trays with at least 150 
pieces” on page 24 is equal to 86.0% (at one significant decimal 
percentage point) and that this is the source (of 86.03% at two significant 
decimal percentage points) referred to by Witness Thress USPS-T-7 (at 
225 line 24). 

If you cannot confirm part d, please show the source of the 86.03% to 
which Witness Thress referred in the “Standard Mail Characteristics 
Study”. 

AMMA/USPS-LR-H-1054 Response: 

a. The source data for Table I6 are included on the diskettes provided in 

LR-H-105. The programs that process these data are documented in 

Appendices E and F. See the description of the roll-master.f FORTRAN 

program as documented in Section Ill of Appendix E for specific 

infomation. 

b. The percent of line-of-travel carrier route letters in carrier route and 5-Digit 

carrier routes trays with at least 150 pieces is 86.0 percent ‘as reported in 

Table 16. The 95 percent confidence interval for this estimate is the 

range from 77.5 percent to 94.5 percent. 

7910 
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TO INTERROGATORIES OF ADVERTISING MAIL MARKETING 

ASSOCIATION 

C. 

d. 

e. 

There were 16,711 carrier route and 5-Digit carrier routes trays 

inventoried in the survey that contained only line-of-travel pieces. Of 

these, 336 were further examined to determine piece and pat&age 

information. 

Confirmed. 

N/A 
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CHAIRMAN GLEIMAN: Does any party have additional 

written cross-examination for the witness? 

If not, we'll proceed with oral cross-examination. 

One participant, the Alliance of Nonprofit Mailers, has 

requested oral cross-examination. Does any ot.her 

participant wish to cross-examine the witness? 

If not, Mr. Thomas, you can begin when you're 

ready. 

MR. THOMAS: Thank you. 

CROSS EXAMINATION 

BY MR. THOMAS: 

Q Dr. Talmo, my name is Joel Thomas. I will be 

cross-examining you on behalf of the Alliance of Nonprofit 

Mailers this morning. 

I'm going to ask you about both Library References 

105 and 195, but I will not really be asking you about 190. 

The Alliance is interested in circumstances surrounding 

these studies as well as the studies themselves, and so let 

me start by asking you when did Christensen Associates and 

when di.d you first learn that this kind of study might be 

done? 

MR. ALVERNO: Objection on the grounds of 

relevance. I don't see that when a particular study was 

commenced is necessarily germane to the Commission's 

evaluation of the evidence that's been presented 
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CHAIRMAN GLEIMAN: Well, Mr. Thomas, would you 

like to comment before I rule? 

MR. THOMAS: Well, I mean, we've gone through a 

long process of trying to get hold of some of this 

information, and given the prior rulings in this case, I am 

left with this forum in which to attempt to get this 

information. 

CHAIRMAN GLEIMAN: I don't see a problem with the 

witness answering if he can. If it produces a response that 

is not relevant and can't be used in any manner, well, we'll 

just waste a couple lines of transcript. But if the witness 

can answer, let's just get on with it. 

THE WITNESS: To the best of my recollection it 

would have had to sometime in mid- to late calendar year 

'96. 

BY MR. THOMAS: 

Q Did Christensen Associates prepare and submit a 

proposal to do this study? 

A Yes, we did. 

Q Did you prepare that proposal? 

A I can't say that the proposal was prmoduced under 

my direct supervision. 

Q It was not? 

A It was not. I did participate in it 

Q You participated in the development (of it but you 
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1 didn't supervise it? 

2 A That's correct. 

3 Q Who else was involved in its preparation? 

4 MR. ALVERNO: Objection. I believe that, you 

5 know, the participants at Christensen Associates who were 

6 involved in, you know, drafting work orders or proposals is 

7 simply not relevant to the Commission's -- 

8 MR. THOMAS: I'd like to know who was involved -- 

9 MR. ALVERNO: Evidence. 

10 MR. THOMAS: In putting these studies together. 

11 MR. ALVERNO: I think perhaps the relevant 

12 questions here relate to when the data was actually 

13 collected as opposed to when -- 

14 MR. THOMAS: Well, we'll get to that. 

15 MR. ALVERNO: Working on the materia~ls. 

16 CHAIRMAN GLEIMAN: This has been a difficult 

17 process so far, and I'm well aware that the Pc'stal Service 

18 thinks that I've made the process more difficult and more 

19 complicated than it needed to be, and they're entitled to 

20 their opinion, and perhaps they'll continue to hold that 

21 opinion as I rule against the -- overrule the objection and 

22 just would like the witnesses to respond to the extent they 

23 can and let's move on. 

24 THE WITNESS: Would you repeat the question? 

25 BY MR. THOMAS: 
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Q Yes, the question is who prepared the proposal to 

do the study that is now Library Reference H-105? 

A I would have to say that the proposal was done 

under the supervision of Diane C. Christensen. 

Q Do you know to whom it was submitted? 

A Witness Daniel was the person at the Postal 

Service who was -- acted as our point of contact. 

Q Do you know when the contract was itself awarded? 

A No, I do not. 

Q Did you or did anyone else at Christian and 

Associates hold discussions or correspond with the USPS 

personnel or representatives before or after the contract 

for the study was awarded regarding what the Service wanted 

the study to do, the purpose of the study? 

A Before or after? What are you -- 

Q Before or after the contract was awarded. 

A Yes. 

Q Can you summarize those discussions? 

A The Postal Service asked for these mail 

characteristics studies to support the work that they were 

doing and we designed them. I don't know how 

specific -- what kind of specificity you are asking for. 

Q Let me ask you this, had any study like this been 

done before? 

A Yes 
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Q Was the purpose of this to replicate what was done 

before or were changes made? 

A This is the -- well, are you asking to replicate 

the results or to replicate the process? 

Q Replicate the process. 

A This study was -- these studies are very similar 

in process to the previous studies that were done. 

Q Do you know who did those studies? 

A Yes. 

Q Can you tell me who? Would you tell me who did 

those studies? 

A I did a few of those studies. 

Q While you were at Christensen? 

A Yes 

Q When were those studies done? 

A Those studies were done prior to and for the 

purpose of the non-profit reclassification. 

Q At the moment I was asking about LRH-105. Were 

both non-profit and regular-rate mail studied for purposes 

of rate -- of the non-profit reclassification case? 

A NO, they weren't, only non-profit. 

Q Was regular-rate -- a study done for regular-rate 

before reclassification for the regular-rate mail, MC95-1, I 

think? 

A I'm aware that it was, but it was not conducted by 
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our firm. 

Q All right. The study that is now --~ all right. 

Strike that. 

Can you describe any differences between the study 

that was done previously and the study that you did of 

regular-rate mail, Standard A regular rate. 

A You're asking me to compare my study for 

non-profit r-e-class for non-profit third-class? 

Q NO, I was asking actually about comparing your 

study of regular-rate Standard A with the prior study that 

was done. 

A I am not intimately up on the details of that 

study. It's been some time since I've looked at it. 

Q When you designed what is now Library Reference 

H-105, did you base it on the study that was done before, or 

did you start from a clean sheet of paper, so to speak? 

A Virtually a clean sheet of paper. 

Q so, continuity was not important at that point. 

A I don't know if I'd characterize -- 

Q It was not -- 

A What do you mean by continuity? 

Q Well, it wouldn't be important to be able to 

compare, then, your study with the prior study to see if the 

two produced similar or significantly dissimilar results. 

A We do not preclude that possibility. We do not 
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1 conduct such a comparison 

2 Q But your study wasn't set up so that it would 

3 produce results that could be easily compared. 

4 A Well, in the sense that we're looking at mail 

5 make-up and what mailers are presenting to the Postal 

6 Service, I believe both studies do that, so if a person 

7 knows what both studies are reporting, they may be able to 

8 make a comparison. 

9 Q Did somebody indicate to you that they wanted 

10 something different than what was done before? Is that why 

11 you redesigned it? 

12 A In the course of discussion, there was this 

13 general feeling that we hope that it could be -- I guess 

14 hope that it could be improved in some sense. I don't know 

15 -- but I'm speaking without knowing what exactly that would 

16 mean relative to the previous study. Since I did not 

17 produce the previous study, I'm not aware of its actual 

18 design., 

19 Q Who at Christensen decided what would be studied 

20 and how it would be studied? Did you do that, or was it 

21 done by somebody else? 

22 A I participated in that. 

23 Q So, you did not solely design the study. 

24 A No, I did not. 

25 Q Who was the principle designer of the study? 
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A Well, I may have been the principle (designer of 

the study, but I was not the sole designer of .zhe study. 

Q Who else played a significant role, 'zhen? 

A There were several people. Do you want all their 

names? 

Q Sure. 

A Diane Christensen, who I mentioned before, Carl 

Degen, Sam Cutting, Paul Loetscher, and -- those are the 

names. 

Q Okay. 

Now, let me understand. Has a similar study to 

LRH-105 of regular-rate non-Standard A mail been done since 

this study? 

A Not that I'm aware of. I have to say no. 

Q In your testimony -- or in the library reference 

is a reference to inflating various data. In your usage, is 

the word "inflate" equivalent to the word "expanding" or 

"expand" data? 

A Yes. 

Q Can you explain to me how one would randomly 

select offices with probability in proportion to their 

Standard A regular-rate revenues? This is stated on page 

two of Library Reference 105 that this was done. How does 

one do that? 

A There are a number of post offices in a particular 
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stratum in the survey design. Each of those post offices 

has a certain amount of revenue. They're not :necessarily 

equal to each other. And we're going to select post offices 

from that stratum at random, but not each post office has an 

equal probability of being selected. Instead, the 

probability is equal to their share of revenue in the 

stratum. 

Q Okay, in toto there are 40 strata, r.ight? 

A Forty? 

Q Forty. 

A No, that's not correct. 

Q How many were there? 

A For the inflation purpose -- are you talking 

standard -- regular rate or non-profit? 

Q The regular rate at this point. 

A In the regular rate, there were 24 strata. 

Q So how were those 24 strata selected? What was 

the basis for breaking? 

A There are not 24 Post Office strata. There are 24 

mailing types, 24 strata of various -- total v,arious 

dimensions. See, there were three -- let me get my numbers 

right. There were three office size strata anld there were 

four mailing size strata and there were two sh,ape strata. 

If you multiply, three times four times two is 24. 

Q All right, there were 24 strata and :how many Post 
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Offices were sampled then? 

A There were 40 Post Offices. 

Q At that rate, you could get only a li.ttle over an 

average of one per strata; is that correct? 

A No. There were only three -- there were only 

three strata in the Post Office dimension. 

Q So you would be dealing with a little over a 

dozen, '13 in each? 

A Forty divided by three is an average. 

Q On page 3, you indicate that it could be argued 

that the break in the strata for consolidation purposes 

should have been at the 750,000 pieces. But then you went 

on to sny that it was uncertain whether there would be a 

sufficient number of transactions, over 750,000 pieces, 

available during the sample period at the selected offices 

to make such a strata efficient. 

How many transactions do you need to make a strata 

efficient? 

A That would require some computation that was not 

done at the -- to do this. To decide whether a strata is 

efficient requires some prior information on the variability 

of the characteristics in that strata and we do not have any 

prior information so it was done on a consensus judgment on 

the part of the team that designed the survey. 

Q So the prior survey that you referred to did not 
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take an approach that required the development of similar 

strata? 

A The strata in that survey, to the best of my 

understanding, were different than this. 

Q Was what? 

A Were different. 

Q The strata were different? 

A Did not use the same survey design stratification 

so I couldn't use it. 

Q Is there a way to determine -- well, can you 

explain in a little bit more depth how many samples you need 

or how many transactions need to be in sample to have a 

valid result? 

A Actually, it doesn't matter how many you have to 

get an unbiased estimate for the values that we're 

presenting. But like any survey ever designed, the more 

observations you have, the more reliability you can place on 

the result. 

Q Okay, I don't understand that answer when compared 

to the statement, it was uncertain there would be a 

sufficient number of transactions over 750,000 pieces 

available during the sample period at the selected Post 

Offices to make such strata efficient. You seem to think at 

the time the testimony was written that a certain number of 

transactions were needed. I mean, the answer is, none 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7923 

were -- I mean, why couldn't you have made the break at 750 

if you didn't need any particular number of transactions? 

A You need a number of -- I was trying to clarify -- 

Q Okay. 

A You need a number of transactions to get any 

answer at all and then you need more transactions, more 

observations to become more efficient or lower variances, 

lower standard errors of your estimates. 

Q Is there any lower limit on how many you think you 

need to have reasonably? 

A We did not have prior knowledge information in 

order to know what that number would have been. 

Q So these, I mean, when you wrote the report you 

knew because the samples had been done. And you could have 

then ad:justed for that. 

A In fact, we left it this way and reported the 

standard errors based on this stratification. 

Q If you conducted the study and you had gotten one 

transaction over 750,000 pieces, would that be sufficient? 

A Sufficient for what? 

Q To produce reasonably valid results. 

A If every transaction in the country, over 750,000 

pieces, was identical then one would be enough. 

Q How would you know whether they were sufficiently 

similar to that one you had sampled to know whether you had 
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1 a valid result or not? 

2 A I don't know ahead of time. 

3 Q Do you know now? 

4 A I do not know now. 

5 Well, you are asking me is the data available to 

6 perhaps do that kind of analysis? 

7 Q I am more interested in whether it has been done. 

8 In other words, we have the study, which is being 

9 offered in evidence to prove something, and it seems to me I 

10 am being told that you don't know what it proves and you 

11 don't know how confident you are that it represents what is 

12 really going on in the real world. 

13 A The standard errors, the confidence intervals of 

14 these estimates are reported in the report -- are in the 

15 report. 

16 Q How large -- okay. They are reported. Is there 

17 any limit on how large the standard error can be and still 

18 give you a study that you think can be relied upon to -- I 

19 mean is any amount of variability acceptable? 

20 A I am not the judge of that. 

21 Q So you didn't -- all right. 

22 Now let's turn over and take a look at LRH-195. 

23 COMMISSIONER LeBLANC: Counsel, excuse me for 

24 interrupting you, but if I don't ask this now, I probably 

25 will forget it. 
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MR. THOMAS: Please. 

COMMISSIONER LeBLANC: Who made that decision? 

THE WITNESS: Which decision? 

COMMISSIONER LeBLANC: That counsel was just 

talking to you about, about the standard deviations in all 

of these. 

Did I understand you to say you did not make that 

decision? 

THE WITNESS: I am not sure what deck.sion you are 

asking me about. 

CHAIRMAN GLEIMAN: Can I help my colleague out? 

Your response to the question about the confidence 

intervals was that you weren't the judge of what was an 

appropriate range of error or confidence interval, so the 

question is if you weren't the judge, who was the judge? 

COMMISSIONER LeBLANC: Thank you, Mr. Chairman. 

THE WITNESS: Well -- 

COMMISSIONER LeBLANC: You did the work, did you 

not? 

THE WITNESS: We did the work. The confidence 

intervals are a result. They are -- 

COMMISSIONER LeBLANC: Were you told -- 

THE WITNESS: We accept them. This i-s what the 

survey said are the results of the confidence intervals. 

There's two estimates here -- the actual estimate 
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1 of the characteristics and its confidence. They are two 

2 separate things, and they are both results of the survey. 

3 COMMISSIONER LeBLANC: Were you trying to reach a 

4 certain number? 

5 THE WITNESS: In a survey design you hope to have 

6 low standard errors. It's one of the goals. The 

7 stratification and our attempts to draw lines and to define 

8 the strata is an attempt to keep the standard errors of the 

9 results low. 

10 COMMISSIONER LeBLANC: So you were trying to reach 

11 a certain error? 

12 THE WITNESS: We were trying to make decisions 

13 that would always lower the standard error. 

14 There were no targets necessarily set ahead of 

15 time. 

16 COMMISSIONER LeBLANC: So the Postal Service did 

17 not have any standard or target or Christensen Associates 

18 did not have any targets -- excuse me. 

19 THE WITNESS: There were never any explicit 

20 targets set out. 

21 COMMISSIONER LeBLANC: By either party? 

22 THE WITNESS: That I am aware of. 

23 COMMISSIONER LeBLANC: By either party? 

24 THE WITNESS: By either party. The (objective was 

25 to collect as much data as we could and to design it in a 
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1 way to keep the standard errors as low as possible. 

2 COMMISSIONER LeBLANC: Thank you. Thank you, 

3 counsel. I am sorry for the interruption. 

4 MR. THOMAS: No problem, thank you. 

5 BY MR. THOMAS: 

6 Q Okay. Turning now to LRH-195, again when was 

7 Christensen contacted about doing this study? Do you know? 

8 A At the same time. 

9 Q At the same time as 105? 

10 A Yes. 

11 Q Were these two contracts let together? 

12 A Yes, they were. 

13 Q Even though one study was to be done later than 

14 the other? 

15 A They were conducted at the same time. 

16 Q They were conducted at the same time, so that the 

17 data in LRH-105 and LRH-195 were taken when? 

18 A I don't have the exact dates in front of me, but 

19 it was earlier this past winter, January, February. 

20 Q Late January through early March? 

21 A Yes. 

22 Q 1997? 

23 A Yes. 

24 Q Now you have done a previous study similar to this 

25 study for nonprofit? 
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A Yes, I did. 

Q And that was done in preparation for what became 

MC96-2? 

A That's correct. 

Q When was the data for that study taken? 

A I don't recall. 

Q Roughly? 

A Roughly -- I don't know -- very roughly perhaps 

six months before the filing. 

Q Which would have been in the early fall of -- 

before the filing date or before the decision to file? 

A I don't recall. 

Q Okay. Can you tell me where that study can be 

found? 

A It's one of the library references filed with my 

testimony in that case. 

Q It was filed as a library reference in that case. 

A Yes. 

Q Okay. That data seems rather current. It was not 

sufficient for use in this proceeding? I mean we've had 

some material in this case that has been 25 years old. This 

was a mere six months or so different than the data selected 

to re-do that study? 

I mean, from what you're saying, I gather that the 

data was collected only about six months apart for these two 
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A No, it was more than six months. 

Q Was it more than a year? 

A I would have to say so, yes. 

Q I am sort of curious as to why the results from 

the -- did you have an opinion as to why the results from 

the prior study would not be sufficient for these purposes? 

A Well, we had two opportunities. One is that these 

data for this non-profit characteristics survey were 

collected after re-class, and the other is that we had the 

opportunity to collect more data. Getting back to your 

efficiency and error thing, we went and collected 

information on more mailings. 

Q You said that this was done after re-class. Do 

you know when re-class took effect? 

A Exact date, summer of '96. 

Q Summer of '96? 

A Oh, non-profit -- I believe it was fiscal year 

AP-1. I'm not exactly sure. I think it was AP-1 in '97. 

Q All right. So that the data was being collected 

about three months after -- four months after the effective 

data of re-class for non-profits. 

A That's correct. 

Q But about a -- about nine months after re-class 

for regular-rate mail. 
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1 A That's correct. 

2 Q Did it occur to you that that might skew these 

3 --the figures? Were you concerned about that? 

4 A Yes, that subject did come up. 

5 Q And what was your -- 

6 A Well, we were pleased that we could wait until 

7 after re-class to collect the data. We -- the non-profits 

8 knew that this was coming along, the re-class. 

9 Q Yes 

10 A So, there is some sense that perhaps they didn't 

11 need as much time. A lot of the bugs had gone out of the 

12 system through the regular rate. Now, I know their mailers 

13 aren't the same, but the information was out there. 

14 So, it would have been nice to wait longer. There 

15 was limitations to that. 

16 Q Well, in fact, the -- when reclassification was 

17 proposed for the regular-rate mailers, the proceeding took 

18 about 10 months, didn't it, to complete? 

19 A I suppose. 

20 Q And it was several months before it was 

21 implemented, so that the mailers had a year or more to see 

22 the actual proposal before there was an implementation. Is 

23 that right? Before the implementation date in the summer of 

24 1996. 

25 A I'm not aware of all the dates in the schedule of 
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that. 

Q Okay. Do you know when the -- you were a witness 

in, I gather, MC96-2. Do you know when that was filed? 

A I can't recall what exact date. 

Q If I suggested it was in April of 1996, would that 

sound familiar? 

A That would be -- you know, I can accept that. 

Q And the -- there was a negotiated settlement to 

that, was there not? 

A Yes, that I do recall. 

Q Okay. And the implementation occurred in about 

October of 1996. 

A Okay. 

Q so, that's only about six months after they found 

out that there was going to be re-class for them and saw an 

actual proposal. 

MR. ALVERNO: Objection. I don't know if seeing 

an actual proposal is a fact that's been established in this 

record for any non-profit mailer or if communications were 

made well before that time to non-profit mailers about what 

was coming down the pike for them. 

MR. THOMAS: All right. We can get into that 

later. 

CHAIRMAN GLEIMAN: I take it you withdraw the 

question. 
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MR. THOMAS: I'll withdraw that question. I can 

establish that. 

BY MR. THOMAS: 

Q Well, I do want to ask -- did anybody express 

concern about any other factors that might be influencing 

mailing practices among non-profit mailers at the time that 

the -- you were preparing to do this study and that the 

study was conducted? 

A Not -- no, I can't recall anything. 

Q There was no discussion of implementation of 

eligibility requirements? 

A No. 

Q For non-profit mail. That was not brought up to 

YOU? 

A That was not brought up. 

Q Are you now aware -- you're unaware that that is, 

in fact, something that has happened in the last few years, 

or did you know about it but it wasn't brought up to you? 

A I don't know about it. About new eligibility 

requirements? 

Q You don't know anything about eligibility 

requirements for non-profit mail. 

A No. 

Q Can you describe the differences particularly 

between this study, if any, and the one that was done a year 
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1 or so earlier by you? 

2 A For non-profit. 

3 Q For non-profits, yes, this time. 

4 A Best of my recollection, I would say the main 

5 improvement was that sampled -- more sampled containers were 

6 opened and inventoried than the previous study. 

7 Q At one point in, I think, the introduction to 

8 your -- to Library Reference 195, you state that 

9 stratification of -- in dealing with stratification of 

10 transactions, there was a suggestion or the question I have 

11 is could they be based on billing determinants within each 

12 strata? Could the strata have been designed based on 

13 billing determinants? 

14 A I'm not sure I understand your question. 

15 Q Well,, are the strata in fact based on data from 

16 billing determinants? 

17 A I'm aware that there is some other formal 

18 definition of billing determinants. The -- when I used the 

19 words billing determinants in this report, it :refers to 

20 strictly the characteristics of the mail as reported in the 

21 data collection systems of the postage statements at the 

22 acceptance units, which is the permit and BRAV:IS systems. 

23 Q Let me ask you this then. What is your definition 

24 of consistency, I guess? How is it defined and measured for 

25 purposes of this study? 
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A Consistency of what? 

Q You have -- in the strata design. I mean, you 

state, furthermore, stratification of transactions should be 

based on consistency of billing determinants within each 

strata. So I am asking, how did you define consistency for 

purposes of achieving that goal? 

A It was done in a -- let me look. 

Well, consistency essentially means similarity of 

the characteristics that were -- we were able to use. 

Q Can you tell me which characteristics those were? 

A In Table 1, we are using the volume zshares by 

carrier, 3, 5, presort and basic. Or the use of piece and 

pound rate and somewhat importantly was this notion of 

adjusted revenue per piece. 

Q So those were the criteria that were looked at but 

carrier route in Table 1 was the dominant one? 

A We had no prior feeling of dominance of which one 

should be dominant. We looked at all of these as a group 

and in a subjective way tried to see what made the most 

sense to us. 

Q we are out of the realm of science and into art at 

this point? I mean, it's what looks good? 

A I mentioned before that we did not have prior 

estimates of the variances in order to -- to draw the 

stratification. 
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Q You had done this study a year or so earlier, a 

similar study. But when it came time to do this one, you 

didn't have prior data on which to base this? 

A That data was not used. 

Q It was available but it was not used, so you 

didn't have anything that you were willing to use? 

A That is correct. 

Q Do you know why it wasn't used? Was there a 

reason? 

A I believe it would have forced us to draw the 

stratification in exactly the same way. If we were to draw 

the stratification in exactly the same way as the previous 

study, then those variances from the previous study could be 

used to tell us how many observations, the relative number 

of observations in each of those strata we would have to 

take. 

Q Wouldn'tthat be an advantage? 

A We also like this method. Because it allows us to 

adjust the strata for any changes in the mail profile that 

has occurred between the two time periods. 

Q How would you know how the mail profile had 

changed if the purpose of this study was to determine how 

the mail profile had changed? 

A I am referring to the mail profile in terms of 

these characteristics that we used to stratify on, that we 
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just mentioned. 

Q Can you explain how it had changed? It had 

changed, you say, then during that time? 

A We did not look to see whether it had changed. We 

allowed the possibility that it could have changed and we 

used this new data. 

Q Okay. 

What was the source of data on Standard A 

non-profit rate revenue -- or revenues in volumes by post 

offices? Where did that come from? 

A Which data? 

Q The data for -- in other words, you're now 

stratifying post offices based on revenues and volumes, 

right? 

A Revenues. 

Q Revenues only. 

A Yes. 

Q But I guess I'm assuming in there implicitly 

somewhere there must be a volume -- 

A There's a relationship, sure. 

Q Where did the data you used come from? Where did 

the data on volumes come from? 

A The data -- well, the stratification was done on 

revenue, not on volume. 

Q All right. On revenue. Where did the revenue 
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data come from? 

A The majority of the revenue is coming from the 

trial balance for the Postal Service, the revenue report 

Q And that gives revenue by post office? 

A It gives revenue by post office. 

Q Okay. 

Now, when you say it came from there, how did 

you got it. Did anybody check this, or did you just get a 

list of post offices? 

A It's a very standard frequent report 

Q You took it off a frequent report. 

A Yes. 

Q And then did you at that point select the post 

offices? 

,A Randomly select the post offices? 

Q Yes. 

A There are a few steps still. 

Q Could you describe them? 

A Okay. The trial balance data is only the permit 

imprint revenue. 

Q Right. 

A An estimate of -- well, the stamped and metered 

revenue was taken from the PERMIT and BRAVIS systems for 

those offices that report through that -- those systems, and 

then an estimate of the stamped and meter revenue for 
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1 offices that are not in those systems was made. Those three 

2 pieces together formed the revenue. 

3 Q What was the basis for the estimate from 

4 non-PERMIT or BRAVIS system post offices? How did you make 

5 an estimate of that volume or that revenue? 

6 A All post offices, regardless of whether they use 

7 the PERMIT or BRAVIS systems, are -- okay. Before we add 

8 that -- before we have the stamped and metered -- any of the 

9 stamped and metered data for any kind of office, the offices 

10 are ranked based on their PERMIT data from highest to 

11 lowest. 

12 Q PERMIT being P-E-R-M-I-T. 

13 A No. Sorry Permit imprint data -- 

14 Q All right. 

15 A -- from the trial balance. 

16 Q Okay. 

17 A They're ranked by that, and then they're split 

18 into 20 equal revenue strata. 

19 Q Right. One-twentieth of all the revenues in each 

20 band. 

21 A One-twentieth of all the revenue, so -- but not 

22 1/20th of all the offices, because they're ranked. 

23 Q Right. 

24 A Okay. Then the stamped and metered data -- as 

25 offices fall in their respective strata, their stamped and 

7938 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7939 

metered revenue is added in. If the stamped and metered 

came from the PERMIT and BRAVIS system, it was added in to 

that strata. 

Q U&huh. 

A If they were an office that wasn't a PERMIT and 

BRAVIS office, we looked at the ratio of permit imprint 

revenue to stamped and metered revenue of other of the 

PERMIT and BRAVIS offices in their strata and applied that 

ratio to their permit imprint revenue to get an estimate. 

Q So, you assumed there was a continuity between 

those. 

A Yes. 

Q Let me see if I can find this. You indicate at 

one point that you were selecting post offices based on 

consistency of billing determinants by strata. What would 

cause a post office to have inconsistent billing 

determinants by strata? I don't understand. 

A It's whether the strata are consistent, not 

whether the post office is in the strata. We are not -- 

each post office is not in a separate strata. 

Q Right. 

A So, there are groups of post offices in each 

stratum, and we're looking at the characteristics of the 

entire stratum. 

Q Okay. 
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A Now -- 

Q Okay. I guess the question would be how 

consistent does it need to be? 

A I think that question was already answered. 

Q You think it's the same as the other one we went 

through regarding consistency? 

A Yes 

Q In that case, we can we turn momentarily to Table 

1 in LR H-195, which is on page nine? 

A Okay. 

Q The first three office sizes that were ultimately 

grouped into a mega-strata of some kind -- 

A Right. 

Q -- have the most inconsistency, don't they? You 

have one that goes from 14.26 percent to 37.75 percent, far 

and away the largest differential within any of these 

groups. 

A You're correct in that the percentage difference 

in the carrier route between stratum one and t:hree is the 

highest absolute difference. 

Q Why were they grouped together, then, if 

consistency by billing strata was important, b:y billing 

determinants within a strata? 

A It was our judgement that this was sufficient to 

set this line at this point. 
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Q I guess the question would be, this is, then, art 

not science. I mean it looked okay? 

A It looks okay, and it's somewhat defensible. The 

other two strata could account for it. And recall that 

there is also a mailing-size strata, and that could explain 

the difference. It may not, but it could explain the 

difference. 

Q Is it possible that the exclusion of or the 

reliance on imprint to break the initial strata out could 

have skewed the results of the study if far more mail were, 

in some size Post Offices, were metered or stamped? 

A That's possible. But to the best of my 

recollection, it doesn't happen to a great extent. 

Q In LRH-105, you stated at one point that you had 

taken into consideration recent changes in mailing 

requirements and noted again that you included only 

post-reclassification transactions from the PERMIT system. 

And, by that, I now mean this P-E-R-M-I-T system. But in 

your description of LRH-195, you don't reflect any 

consideration of recent changes in nonprofit mailing. Why 

not? 

A That's because in fiscal year '96, we did not have 

post-reclassification data on non-profit mail. 

Q I thought that this data was all drawn at the same 

time and --- 
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A The design of the surveys was done prior to the 

collection of the data. 

Q Right. Okay. 

A The design of the survey was based on 

characteristics of the PERMIT and BRAVIS data in '96. 

Q In '96? 

A For non-profit, we used fiscal year '96 and for 

regular rate, we used post-reclassification '96. 

Q Post July? 

A Yes. 

Q Can you just state briefly what Account 41414 is? 

A I believe that's non-profit permit imprint 

revenue. 

Q But not all non-profit standard A mail revenues 

would be in that account then? 

A That's correct. It would not include metered and 

stamped revenue. 

Q Now, in this study, and we touched on this in 105 

but in 195, who decided to utilize 40 Post Offices? 

A It was a decision made by the team. I was in 

charge of the team. 

Q Okay. Can you tell us what the principal 

considerations were in deciding that on that number? 

A It was a feeling that we could get a good number 

of mailings, transactions from 40 Post Offices, that 40 Post 
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1 Offices would also share the work load across the field to 

2 collect the data of conducting the survey. 

3 Q Isn't 40 offices a fairly small number compared to 

4 the total number of Post Offices? It's a fairly small 

5 sample base, isn't it? You are going to take data for six 

6 weeks from only 40 Post Offices? 

7 A The data gave us the results that we have, 

8 including the standard errors that we report. 

9 Q Who made the actual selection of the Post Offices? 

10 Did you do that? 

11 A Who made the actual selection? I don't recall who 

12 made the actual selection of the Post Office. It was done 

13 by a random number generator and somebody on a machine. 

14 Q The Post Offices each have numbers or something so 

15 you can -- like Social Security numbers so you can take the 

1‘6 last two digits and pick them that way? IS -- 

17 A You want the algorithm that we used? 

18 Q I am just curious as to how you randomly selected 

19 the Post Offices. I mean, what, you put them all in a hat 

20 and pulled it out? 

21 A No. The question was previous that each Post 

22 Office did not have an equal probability of being selected 

23 in its stratum. Instead, we had the revenues and the 

24 probability of selection was equal to the reve'nue. 

25 Q But given within the revenue, you know, strata 
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that it was then at, how -- 

A They were ranked according to the revenue share, 

okay? 

Q Right. 

A They were each assigned within their ranking they 

were assigned the cumulative total of their share. So the 

first office cumulative total was just its share. The 

second office had a value assigned to it which was its share 

plus the previous office, et cetera, until the last office 

had an assignment of 1.0. 

Q Of the ones that were selected, you're talking 

about now? 

A I'm talking about all the offices in the stratum. 

Q All right. 

A Then a random number between zero and one was 

chosen and the -- and the office that held that much of the 

density of the unit interval was chosen. 

Q A number between zero and one was picked, did you 

say? 

A Yes, at random, a long decimal number by computer 

was picked. 

Q Okay. 

A And the Post Office whose cumulative total was 

higher than that number, the next office that had a 

cumulative total of revenue share higher than that number 
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was picked. And then another random number was picked and 

the next office was selected. In that way, each office had 

a probability of being selected equal to its revenue. 

Q Okay. All right. Okay, on page 2 in paragraph 3 

of the first section there you make a reference to a revenue 

control total. What is a revenue control total? 

A That is a number that we will inflate or expand 

the sampled transactions revenue to. 

Q Can you give an example of how that works? 

A If the stratum revenue control were $1 million and 

in our survey we sample transactions in that stratum and the 

revenue from those transactions was $1,000, then we would 

inflate 1,000 times to 1 million. We would inElate all the 

data and all the characteristics in that stratum by 1,000. 

Q So if all of the strata have an equa:l revenue then 

that number is the same for all strata? 

A There are only three strata -- okay, there's two 

reasons that's not true. 

Q Oh. 

A There were 20 equal revenue strata biased on -- 

Q Right. 

A Several reasons it's not true. The ,20 equal 

revenue strata -- 

Q Right. 

A Were based on permit imprint revenue -- 
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1 Q Right. 

2 A Urn -- 

3 Q Oh, and then you add -- 

4 A From -- 

5 Q To that. 

6 A Postreclass -- okay, once these offices were 

7 assigned to the 20, we then used their FY '96 revenue as a 

8 control. 

9 Q Okay. 

10 A Then the strata were not 20 anymore, they were 

11 collapsed. There were the first three, then the next bunch. 

12 So now we have three office strata, and they're not of equal 

13 revenue size anymore. And then those -- then there's the -- 

14 those three strata are also broken into 12 other strata by 

15 the office mailing size and the shape. 

16 Q Okay. So each cell wound up having its own 

17 revenue control -- 

18 A Each of the 24 has its own -- 

19 Q In this one I think we're at 18. 

20 A Oh, I'm sorry. You're right. This is nonprofit. 

21 Right. 

22 CHAIRMAN GLEIMAN: Mr. Thomas, do you have much 

23 more to go? I'm not asking because I want to :.imit you -- 

24 MR. THOMAS: Yeah, I -- 

25 CHAIRMAN GLEIMAN: In any way. 
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MR. THOMAS: Yeah, I have a bit more to go. Do 

you want to take a break? 

CHAIRMAN GLEIMAN: I think I'd like to take a 

break now, and we'll come back at five minutes to the hour. 

[Recess.] 

CHAIRMAN GLEIMAN: Mr. Thomas, you c,an proceed 

whenever you are ready. 

MR. THOMAS: Okay, thank you. 

BY MR. THOMAS: 

Q We have been going over a number of (decisions that 

were in effect made in the design and implemexrtation of this 

study. As you made these decisions, let me st;art with the 

initial decision, say, to break it into 20 striata, was that 

a decision that you made on your own? 

Was that submitted to someone within Christensen 

for approval?, Do you know whether it was submitted beyond 

Christensen to the post office for approval? 

A That was a decision made by Christensen 

Associates. 

Q And then the decision to in effect create 18 

strata after you -- well, to collapse the 20 into three and 

then to have -- to study two shapes and come up with these 

18 cells, now that was a decision that you all made? 

A Yes, it was. 

Q And that was not checked with the post office for 
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1 approval? 

2 A It was discussed with the post office. 

3 Q Who did you discuss it with? 

4 A As I said before, Witness Daniel was our point of 

5 contact. 

6 Q Was the strata -- were the decisions that you have 

7 described here accepted or were any of them changed after 

a consultation with the post office? 

9 A They were accepted. 

10 Q On page 3 in I think the first paragraph there of 

11 LRH-195 again, you state that -- well, the question is why 

12 don't volumes by entry discount represent the degree of 

13 presortation preparation? I don't understand why they 

14 don't. 

15 A I'm sorry, where are you? 

16 Q On page 3 at the top of the page, you suggest that 

17 volumes by entry discount do not represent the degree of 

18 presortation that you were looking for. 

19 I guess there's two questions that stem out of 

20 that. One is why don't -- what were you looking for and why 

21 doesn't that information provide it? 

22 A Well, we were looking at mail preparation and 

23 presorting of packages, bundles and containers, tray sacks 

24 and pallets. We were not, the survey was -- those were the 

25 important characteristics we were looking at and so we did 
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not consider the percent of the transaction or the 

transactions in this post office that were going to be 

destination entered relevant to those kinds of 

characteristics. 

Q Because there were discounts based on -- 

A On transportation. 

Q Transportation costs? That is what you were -- 

A Right. Not on mail makeup. 

Q Again, on page 3 in the second paragraph, you 

indicate a concern about the relationship, this trend 

between billing determinants by size of post office, but you 

note they were not strong. 

The data do not show strong trends between billing 

determinants by office size. What is the relevance of that? 

Why is that important? 

A Well, we are trying to separate the 20 office 

sizes into a smaller number of strata and if there was a 

clear break in some of these characteristics that we had 

talked about before, then we would perhaps draw a line and 

separate a stratum there. 

Q And the fact they didn't meant you had more 

discretion as to where to put this line? 

A Or to not put one at all. 

Q Well, this sort of does lead to the next question. 

Down at the bottom of that section in the next,-to-last full 
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paragraph on page 3, there is suddenly a reference to four 

strata, but in fact only three are described there. 

Was there at one point a fourth strata? 

A I'm sorry, I don't see that. 

Q In the paragraph above the words Revenue Controls, 

it says the horizontal lines in Table 2 show where the 40 

strata are collapsed into three strata. The fourth strata 

are transactions -- 

A Oh. No, that is a typo. 

Q There were never four stratas? 

A There were never four strata. There was three 

strata. 

Q Now the non-PERMIT and by that -- when I say 

PERMIT here I am talking about that wording all in caps -- 

and BRAVIS offices, the ones that don't have that system are 

the smaller post offices? Is that correct? 

A Yes, typically, by and large. 

Q Why is it safe to simply ignore the smaller post 

offices? 

A I did not ignore them. 

Q Oh, I thought you did. 

I thought that the last strata was dropped, I 

thought, or the last group was dropped. 

Well, if you didn't, you didn't. Okay. 

I guess the last -- what I really wanted to 
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1 over was the sources of some of this data in the tables. 

2 Did all of the data in Table 1 come from the 

3 PERMIT system, again in caps? 

4 A I think that the BRAVIS system was also still in 

5 place for part or most of '96. So, I think that the BRAVIS 

6 system was used, as well. It provides the exact same kind 

7 of information. So, it's -- 

a Q Yes, I understand, but you think that they're both 

9 in here, not just the PERMIT system data. 

10 A Yes. If the BRAVIS system does, indeed, exist, 

11 then it is in here. 

12 Q Okay. And the fiscal year revenue in Table 3 -- 

13 is that government fiscal year revenue for '96? 

14 A I believe that it's postal year revenue. 

15 Q That's postal. But it was '96. 

16 A Yes. 

17 Q Where did the data on Table 4 come from, the 

ia expectation -- expected transactions -- how did you know how 

19 many transactions to expect, and where did you get that 

20 data? 

21 A From the PERMIT data, the PERMIT and BRAVIS data. 

22 Q Now, in Table 5, that is not information that 

23 comes out of PERMIT or BRAVIS, is it? 

24 A This is the first table, our results from the 

25 actual -- 

7951 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



7952 

1 Q These are your tabulations? 

2 A Yes. 

3 Q From the study? 

4 A From the actual survey data. 

5 Q And that's, then, true on 6, as well, and all of 

6 the rest of this -- these tables. 

7 A That's correct. 

a Q In Library Reference 105, you include a paragraph 

9 describing the first of two simplifications in the 

10 stratification made for the Neyman allocation. This was not 

11 done -- this simplification was not described in Library 

12 Reference LR H-195. That apparently wasn't done. Why was 

13 that not done? 

14 A Are you looking at page four? 

15 Q I believe it's on page four. It may be earlier. 

16 A Page four, second-from-the-bottom paragraph, two 

17 simplifications in the stratification? 

la Q In 105, yes. 

19 A Okay. And could you repeat the question? 

20 Q why was the first of the two simplifications done 

21 in H-105 not done in H-195 since the two studies were 

22 essentially similar? 

23 A In 105, regular rate -- let me read the paragraph 

24 again. 

25 In regular rate, there is a very large share of 
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pieces in that stratum, greater than 750,000 pi'eces, just 

roughly, 2.1 million out of 10.6, according to 'Table 2. 

In non-profit mail, that largest mailing size 

stratum isn't so important in share. So, it was not 

important in non-profit in the sense that it was in regular 

rate to go after that mail in a survey. 

Q At what point in time were you aware that this 

simplification and this -- of this concern with the -- 

making sure that there was a sampling of the very largest 

mailings in Library Reference 105? 

Did you know that when you designed the study, or 

is it something that you learned as a result of the data 

that you collected? 

A It was during -- late in the design process. It 

was definitely before the survey was in the field. 

Q What data did you use to make that determination? 

A The data~on Table 2. 

Q That came from the PERMIT system? 

A Yes. 

Q PERMIT/BRAVIS? 

A Yes. 

Q While there may not have been as much in that very 

highest bracket, was it not important in the non-profit 

study to at least ensure that some very large mailings were 

included? 
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A We define very large mailings as those over 60,000 

pieces. 

Q Okay. Do you have any variance? I mean what is 

the -- is that -- how many mailings more than 60,000 pieces 

do you think there are? 

A The data on Table 2 would tell you hcsw many pieces 

there are in mailings. 

Q In mailings that are over 60,000. 

A Well, the line is at 60,000, and you can see that, 

in all those cases, the largest mailing size does not have, 

by far and away, like it does in non-profit, a significant 

share in where we drew the line. 

Q Let me see. You're saying that -- are you looking 

at the last number on the lefthand CO~UIIUI, total pieces? 

What tells me in here how many pieces there were in mailings 

larger than 60,000? I'm sorry. 

A In the righthand column, total pieces, there's a 

solid line between 50 to 60 and 60 to 70. 

Q Right. 

A In the righthand column, the sum of all those 

numbers -- 

Q Yes. 

A -- would give a relative indication .versus the 

total as to how many pieces there are in transactions over 

60.000. 
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Q It looks pretty substantial as a percentage of the 

total to me, you don't think it is? 

A That what number is a significant percentage? 

Q All of those added together. The ones -- 

A All of those added together, yeah, that's one of 

our main strata. 

Q Obviously, I don't understand something. It 

seemed in 105 you wanted to make sure that there was 

adequate sampling at this high end but in this -- in the 

non-profit study, you didn't -- 

A In 105, we do an additional line after 500,000. 

Table 2 of 105 shows that we do an additional 

stratum for transactions over 500,000. And we did not do 

that in the non-profit in 195 because the share of pieces 

over 500,000 in non-profit is not significant in our 

opinion. 

MR. THOMAS: All right. I think that's all I 

have. 

CHAIRMAN GLEIMAN: Is there any followup? 

Questions from the bench? 

[No response.1 

CHAIRMAN GLEIMAN: I have a couple of questions 

that maybe you could help me with. I understood you earlier 

on to say that you hoped to achieve low standard errors and, 

obviously, this is a pretty laudable objective. What do you 
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THE WITNESS: When you design a survey like this, 

there are constraints to -- you know, it would be nice to go 

out and collect as much data but data collection is very 

expensive and the objective here was to improve upon 

previous surveys by collecting more data. But my best 

understanding is what we have done and we have reported the 

standard errors of all these estimates and for -- generally, 

if you look at those standard errors, they are reasonable 

from what you would expect from a survey of this size and 

this expense. 

I personally think that these standard errors are 

sufficiently tight enough, low enough, to make the -- to 

make the entire estimates reliable. But they acre presented 

here for other people to see. 

CHAIRMAN GLEIMAN: So I can conclude then that the 

standard errors that you achieved in this study would fit 

your definition of low? 

THE WITNESS: Yes, sure. 

CHAIRMAN GLEIMAN: I may be a little bit confused 

about some part of the cross-examination that took place 

earlier on. Mr. Thomas was asking you about the size of the 

sample and there were 750,000 pieces and the question had to 

do with whether one additional tally or transaction would 

make a difference in terms of the fit. And if I understood 
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you correctly, you said that one additional tally would make 

a difference only if that additional tally were clearly 

representative of all the other transactions that werenIt 

included in the sample. 

Did you say something to that effect? 

THE WITNESS: If I recall, what I was saying is 

that in any stratum, if the population is very uniform with 

very low variability, you do not need very many sample 

points to characterize that group. 

CHAIRMAN GLEIMAN: Are there circumstances 

where -- are you aware of any situation where the 

variability in a given category is so small that a single 

tally might be representative? 

THE WITNESS: No. I mean, generally, it's not in 

a case like this. That's why we are going after as many 

tallies as we can. 

CHAIRMAN GLEIMAN: Now, let me switch gears to 

another area. You were talking with Mr. Thomas about the 

stratification and the stratification was done by revenue. 

If I understood correctly, for permit imprint the trial 

balances were used as a source of data. 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: And that for stamped and 

metered, you used revenue as reported by BRAVIS and by the 

metered system? 
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THE WITNESS: There were two estimates, there were 

two sources needed for the stamped and metered. 

CHAIRMAN GLEIMAN: They were? 

THE WITNESS: For the PERMIT and BRAVIS offices 

that use that, those systems, their data was used. For the 

non-PERMIT and BRAVIS systems offices, an estimate was made 

CHAIRMAN GLEIMAN: All right, now, when you're 

using the PERMIT, BRAVIS or the estimate in the case where 

you've got an office that doesn't carry out those functions 

are you talking about the number -- is revenue measured by, 

for example, how much revenue is bought for a 'meter is 

reloaded? 

THE WITNESS: No. This is revenue charged against 

a meter at the time of the acceptance of the mail. 

CHAIRMAN GLEIMAN: Okay. 

So there is a relationship then in that case 

between volume and revenue? A direct relationship? 

THE WITNESS: A direct relationship. 

CHAIRMAN GLEIMAN: Okay. In the case of the 

surrogate for the offices that don't have meters, how did 

you develop the number for stamped? Is it the number of 

stamps sold or is it the amount of stamped mai:L that comes 

through? 

THE WITNESS: The data that you're referring to 

that we did not have is the stamped and metered revenue from 
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offices that don't use the PERMIT and BRAVIS data collection 

for their postage statements. Those were estimated by 

looking at those offices' permit imprint revenues from the 

trial balance which we do have. 

A ratio was established depending on which stratum 

each office fell in, we formed a ratio of the permit and 

BRAVIS offices where we had all the data, we looked at their 

ratio of permit imprint to metered and stamped revenue and 

applied that ratio to the non-PERMIT and BRAVIS offices' 

permit imprint revenue. 

CHAIRMAN GLEIMAN: Okay. I have no further 

questions. Are there other questions from the bench? 

[No response. 1 

CHAIRMAN GLEIMAN: If not, that brings to 

redirect. 

Would you like some time with your witness, Mr 

Alverno? 

MR. ALVERNO: Please, Mr. Chairman. 

CHAIRMAN GLEIMAN: Ten minutes? 

MR. ALVERNO: Thank you. 

[Recess.] 

CBAIRMAN GLEIMAN: Mr. Alverno, are you prepared 

to continue? 

MR. ALVERNO: Yes. Thank you, Mr. Chairman. We 

do have some redirect. 
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CHAIRMAN GLEIMAN: Please proceed? 

REDIRECT EXAMINATION 

BY MR. ALVERNO: 

Q Dr. Talmo, you were asked several questions during 

cross examination by counsel for ANM regarding the 

stratification procedures of the Library References H-105 

and U-195. 

Do you have an opinion on the importance of the 

strata delineation in Tables 1 and 2 of Library References 

H-105 and H-195 to the results in those studies? 

A Yes. The exact position of the lines that were 

used to delineate the strata has a relatively unimportant 

effect on the overall results. 

One reason is that, if the lines are drawn 

somewhat differently, then different transactions, survey 

transactions, are -- have a slightly different weighting in 

the inflation process, and that's just what it means. The 

relative weighting of the transactions is slightly changed, 

so the overall impact of changing these lines is slight on 

the overall results. 

On the other side, the importance of -- that 

actual data was collected is by far what is driving the 

results in that we collected data on -- I think, in regular 

rate, like -- we collected tallies on a half-a-million 

containers and, in non-profit, something like a 
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1 quarter-of-a-million containers, and it's that large amount 

2 of what I would characterize as good data that gives the 

3 credibility and the reliability of the results of the 

4 survey. 

5 Q Okay. 

6 Dr. Talmo, you were also asked several questions 

7 about the mail characteristics study for non-profit mail 

a that was conducted for Docket No. MC96-2. When were data 

9 collected for that study, approximately? 

10 A I think in the sense that it was -- that docket 

11 was for reclassification, so the information was collected 

12 in an environment before reclassification for non-profit. 

13 Q And what operating environments are reflecting in 

14 the studies in LR H-105 and LR H-195? 

15 A The data were collected from transactions that 

1-6 occurred after postal reclassification. 

17 Q Okay. And do you have an opinion on whether the 

ia studies in LR H-105 and 195 are superior to or should be 

19 used in lieu of the study that was conducted for mail 

20 characteristics in Docket No. MC96-2? 

21 A The data in H-195 and 105, etcetera, were 

22 collected after reclassification, and I believe that those 

23 are the data that should be used, and these surveys should 

24 be used in lieu of the previous study, because mailing 

25 requirements have changed, and to my understanding, the 
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Postal Service needs to model the costs in this postal 

reclassification -- under the new mailing requirements. 

Q so, in other words, the mail make-up that mailers 

now present in the post re-class environment has changed 

from the time that data were collected for the mail 

characteristics study in Docket No. MC96-2. 

A Yes. The reclassification required mail make-up 

changes, and it's under that operation environment that the 

costs need to be developed. 

MR. ALVERNO: We have nothing further. Thank you. 

CHAIRMAN GLEIMAN: Is there any recross? 

INo response. 1 

CHAIRMAN GLEIMAN: There is no recross, nothing 

further from the bench. 

That being the case, I want to thank you, Dr. 

Talmo. We appreciate your appearance here today and your 

contributions to our record. If there's nothing further, 

you're excused. 

[Witness excused. 1 

CHAIRMAN GLEIMAN: That concludes today's hearing. 

We'll resume tomorrow, Thursday, December the 4th, and hear 

from Postal Service Witnesses Crum and Degen. 

Thank you, and you all have a nice afternoon. 

[Whereupon, at 11:53 a.m., the hearing was 

recessed, to reconvene at 9:30 a.m., Thursday, December 4, 
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